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The Summer Conference, 1927 


By Tue Ricut Hon. Sir Joun AnpDERsoN, G.C.B. 


I HAVE been asked to contribute some general observations with 
regard to the Summer Conference just concluded. 

All who took part in it would, I think, agree that, as respects the 
merit of the papers submitted and the quality of the subsequent dis- 
cussion, this Conference has fully attained the standard of its predecessors. 
The outstanding feature in my opinion was the contribution made at 
each Session by our visitors from other countries and in particular by 
our Danish friends. It was an immense advantage, if only as a corrective 
to a too parochial standpoint, to hear how the same problems had 
been attacked in other countries. The light thrown upon arrangements 
in the United States of America was naturally of especial interest. 

The subjects for discussion provided sufficient variety without 
roaming over too wide a field. It was a notable feature that the more 
concrete the subject the more intense was the desire of the general 
company to take part in the discussion. Thus the papers upon Social 
Services would have provided ample material for four Sessions instead 
of two. At the other extreme there seemed to be some reluctance to 
engage in a discussion of the responsibilities of public officials in relation 
to policy, though a single Session was fully taken up by this topic 
without visible slackening of interest. In the framing of future pro- 
grammes more account might perhaps be taken of the tendency to which 
I have referred. 

In the case of each of the subjects discussed the Local Government 
aspects merited at least as much attention as the national aspects. 
While, however, our colleagues of the local services gave an excellent 
account of themselves, I formed as Chairman, perhaps in a greater 
degree than any other member of the company, an impression that 
rather more than due deference was paid in the course of the discussions 
to the interests and the point of view of the national services. It is 
difficult to see how a true balance is to be secured; but I should per- 
sonally much like to see a member of the local services in the Chair on 
a subsequent occasion. If the experience of the recent Conference is 
a test, any one who brings himself to face the necessary sacrifice of time 
will find that he is fully repaid. 


July 1927. 
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National Health Insurance 


By J. G. BELi 
Insurance Department, Ministry of Health 


OCIAL insurance organized by the State is in this country a product 
of the present century. The Royal Commission on the Poor Laws 
and Relief of Distress, 1905-9, pointed the way towards schemes for 
protecting the workers against the hazards of industrial life arising from 
loss of earning capacity from various causes, including sickness. This 
paper is concerned with the system of National Health Insurance insti- 
tuted in 1912 under the National Insurance Act, 1911. With that system 
is now linked the contributory scheme of pensions to widows and orphans 
and old age pensions under the Act of 1925, but this latter scheme is of too 
recent growth for a review of its administration to be yet opportune. 
The first Health Insurance Act has been followed, almost annually, by 
amending statutes of varying degrees of importance, but the original 
structure has not been altered in its main outline. 

The system of National Health Insurance operates throughout Great 
Britain and Northern Ireland, and covers over 15,000,000 insured persons. 
The funds for providing benefits are derived from contributions paid by 
the insured and their employers, while the State, as general guardian of the 
scheme, pays a proportion of the cost of the benefits and of their adminis- 
tration. Payment of contributions is compulsory on the workers covered 
and on their employers. The magnitude of the scheme will be appreci- 
ated from the fact that some 27 million pounds annually are collected in 
contributions and rather over this sum is now disbursed in benefits. 
The State contributes upwards of £5 millions a year. Accumulated 
funds to meet future liabilities amount to some £120 millions. The object 
of the scheme, as given in the preamble to the 1911 Act, is ‘“‘ to provide for 
insurance against loss of health and for the prevention and cure of sick- 
ness.” The primary purpose is to prevent destitution when loss of wages 
occurs through sickness, but from the commencement it has also been an 
object to avoid the conditions making for the need for such assistance. 
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This double purpose is reflected in the benefits provided. On the purely 
“insurance ”’ side payments are made during sickness of the insured for a 
period up to twenty-six weeks, and a further payment (called “ disable- 
ment benefit ’’) at a lower rate in the case of sickness extending beyond 
that period, so long as it may last. Maternity benefit is provided on 
confinement of insured women or the wives of insured men. 

The other group of benefits relate to provision of treatment, medical 
or otherwise, for the cure or prevention of sickness. Medical benefit, 
i.e. free medical attendance and treatment and medicines, is provided for 
the insured throughout their insurance. It has perhaps more than any- 
thing else effected a vast change in the conditions under which the lives 
of the workers are spent. For whole masses of the population it can be 
said that regular treatment is now given in times of sickness where 
formerly it was rarely obtained. In addition there are provided out of 
surplus funds released on valuation facilities for other forms of treatment, 
such as dental treatment, ophthalmic treatment, provision of surgical 
appliances, and treatment in hospitals or convalescent homes. The gross 
surpluses disclosed on the last valuation, which was the second in the 
history of the scheme, amounted to no less than £42,000,000, of which 
nearly £27,000,000 was released for distribution in additional benefits. 
After providing for increases in the rates of benefits during sickness, etc., 
there remained for distribution no less than £4,000,000 a year for each 
of the five years during which schemes of additional benefits following 
the valuation are to run. 

General responsibility for the administration of National Health 
Insurance rests in England and Wales with the Minister of Health and in 
Scotland with the Scottish Board of Health. Co-ordination is secured 
through the National Health Insurance Joint Committee, composed of 
Ministers or their deputies for all parts of the Kingdom, including Northern 
Ireland. 

The cash benefits are administered by Approved Societies, through 
which 97 per cent. of the insured draw their benefits. These Societies 
are voluntary organizations many of which existed before 1912 for 
provident or industrial purposes and which have become approved for 
State insurance business. The Departments administer directly the 
benefits of the other 3 per cent. who are “ deposit contributors ” or 
members of a special fund for certain men of the fighting services. Medical 
benefit is administered through local Insurance Committees, of which 
one has been formed for each county and county borough. 

Within the limits of this paper it is only possible to deal in broad out- 
line with a few of the administrative problems that confront the Central 
Department. The scheme came fairly recently under general review by 
the Royal Commission on National Health Insurance, whose report 
appeared in February, 1926. The present is therefore an appropriate 
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time for a survey of the system of administration in advance of changes 
that may follow the Commission’s recommendations. 

The matters calling for attention by the administrator fall mainly into 
four groups. First there is the determination of the scope of the scheme, 
i.e. who must or who may be insured ; next, the arrangements for ‘the 
collection of contributions; then there are questions relating to the 
constitution of and the control over bodies to whom the administration 
of benefits is entrusted ; and lastly the nature and scope of the benefits 
and the conditions under which the individual is entitled to receive them. 

It is probably now generally recognized that, to be effective and 
financially sound, a State insurance scheme must be compulsory. The 
liability to compulsory health insurance extends broadly to all employed 
persons other than those non-manual workers, e.g., persons employed in 
clerical, supervisory or administrative posts, who are remunerated at 
over £250 a year. There are a few other exceptions of which the chief is 
employment under a local or public authority, or under a statutory com- 
pany, where the conditions of employment have been certified by the 
Central Department as making provision in respect of sickness, etc., not 
less favourable than that of the State scheme. The principle of com- 
pulsion is thus linked on to the fact of employment. The duty of paying 
the contributions is placed primarily on the employer, and the worker’s 
portion is recovered by deduction from his wages. Contributions are 
payable for each week during which the worker is employed, and the 
contributions for any period must be paid before or at the time of pay- 
ment of wages for that period. For the employer the payment of health 
insurance contributions thus becomes part of the procedure in connection 
with payment of wages. This feature assists in avoiding disturbance of 
ordinary industrial conditions. 

Employment carrying the liability to insurance is, in the main, 
employment under a “ contract of service.” The meaning of this expres- 
sion had been elucidated by cases in the Courts under other Acts, but 
among the millions covered by the insurance scheme there are a large 
number the conditions of whose employment are such as to give rise to 
doubt whether a contract of service exists, or whether in other respects 
the conditions for insurability are or are not satisfied. Recognizing that 
a simple procedure for determining this question is essential, Parliament 
entrusted to the Central Departments the duty of determining whether a 
class of employment or the employment of an individual is within the scope 
of compulsory insurance and, if so, who is the employer. The Minister's 
decision is subject to appeal on a question of law to a judge of the High 
Court. 

The exercise by an administrative Department of judicial functions of 
this kind may be thought an anomaly. The questions involve considera- 
tions similar to those which apply in cases which come before the Courts 
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under, e.g., the Workmen’s Compensation Act. The assistance of a legal 
staff is required not only to secure that the decisions are on right lines, but 
also to see that they can be adequately defended in the event of an appeal. 
Nevertheless experience has shown that in the great majority of cases the 
practical determination of the question of insurability can safely be left 
to the administrator. The legal principles are relatively few, and when 
these have been laid down by decided cases, the main work is the careful 
sifting of facts. After collecting the evidence fully and correctly the lay 
administrator is generally able to arrive at a sound view without the 
formality of legal process. There has thus arisen a distinction between 
questions decided under the formal procedure laid down by regulations, 
and those settled by an administrative ruling. The cases formally 
decided have in England numbered barely 500 since the scheme started, 
the majority being in the first two or three years of the Act’s 
operation. The other cases, numbering several thousands annually, are 
now dealt with in the main by administrative officers without reference to 
the legal staff. The rulings are almost invariably accepted, appeals being 
extremely few. The variety of the points that come up for decision may 
be illustrated by the following examples: whether a hay presser engaged 
by a farmer, or a son working in his father’s business, is employed under a 
contract of service ; whether a musician who is under contract to attend 
for performances and rehearsal during certain hours in the week is 
employed at a rate of remuneration which exceeds the equivalent of £250 
a year for whole-time service; and whether the employment of an 
engineer on a ship is employment by way of manual labour. The success 
of this portion of the administration may be said to depend upon the 
sparing use made of formal judicial powers, and the authority with which 
the existence of those powers clothes the departmental pronouncements. 

The employed persons coming within the scheme are known as 
“employed contributors.”’ The scheme also recognizes insurance on a 
voluntary basis under certain conditions. Originally voluntary insurance 
was permitted to persons (not being employed contributors) who gained 
their livelihood from a regular occupation and whose income was within 
the then prescribed limit of £160 a year. Comparatively few persons, 
however, took advantage of this provision, and the right to take up 
voluntary insurance is now limited to persons who have been employed 
within the meaning of the Act for two years and have ceased to be com- 
pulsorily insurable. The popularity of voluntary insurance has much 
increased since the inception of the scheme of Contributory Pensions, and 
the number of voluntary contributors, at present nearly 200,000, may be 
expected to become continuously greater till it approaches perhaps half 
a million. 

The system of collection of the contributions is, as is well known, that 
of affixing to contribution cards stamps that are purchased at a Post 
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Office. The employed person obtains a card for each half-year from his 
Approved Society or at a Post Office, and he presents the card to his 
employer, who affixes the necessary stamps at or before the time of paying 
wages. The card is handed back to the worker at the end of its period of 
currency and he surrenders it to his Society, who thus have a voucher 
with which to claim the amount of the contributions from the Central 
Department. 

Surprise is sometimes expressed by foreign observers that it should be 
possible to secure, with comparatively little effort, that the employers of 
15,000,000 employed persons carry out the obligation to pay contributions. 
Foremost among the reasons for this should be placed the readiness of 
British employers to comply with the law. Even at the start when the 
scheme met with considerable hostility the larger industrial and com- 
mercial concerns at once made systematic arrangements for carrying out 
the new duty. Evasion was never common except for a time among such 
groups as farmers and employers of domestic servants, who, it will be 
noted, are those who do not systematically keep wages books. 

The factor next in importance is that the employee is made responsible 
for returning his card to the Society, and as failure in this respect may lead 
to loss of benefits, and now also of pension rights, he is given a direct 
interest in seeing that the contributions are paid. Under the Rules of 
Societies a member is required to notify any default in payment of the 
contributions due, so that the Society may either take action itself or 
report the matter to the Department. The existence in the field of a 
large number of local secretaries and agents of Societies, with whom the 
members are in close touch, is a further safeguard. 

There remain for mention the activities of the Outdoor Staff of the 
Department, one of whose principal duties is to keep a watch on the pay- 
ment of contributions, and take action in case of default. Contrary to 
what might be supposed, the contributions collected through the 
Inspectors are almost a negligible fraction of the whole, and the utility 
of this service should be measured rather by the moral effect of the 
existence of a local officer who will take prompt action in case of evasion. 
The Inspectorate are charged as well with other important duties con- 
nected with Unemployment Insurance and Contributory Pensions ; yet 
in the whole of England they number about 500. It is evident that this 
number would be quite inadequate to cope with the situation if any large 
proportion of employers systematically failed to comply with the law. 

The procedure of the Inspectors is to make test surveys of employers, 
not solely in cases of suspected evasion, but with the object of giving help 
and.guidance and to remove misapprehensions. The employer’s system 
may be defective, or he may be in doubt whether particular employees 
are insurable. Such points are cleared up at survey visits. 

If the Inspector encounters a definite refusal by an employer to pay 
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contributions, the case is considered for prosecution under the penal 
provisions of the Act. The number of prosecutions in England for non- 
compliance is now about 1,000 a year, in the majority of which the 
proceedings are conducted by the Inspector himself. As the number of 
employers, other than employers of domestic servants, has been estimated 
at 600,000, it will be seen that the proportion who definitely refuse to pay 
is very small. 

Reviewing this part of the system, it may be suggested that on the 
contribution side the aim should be to fit in the administrative arrange- 
ments with ordinary industrial relations. There should be as little dis- 
location as possible of the business of the employer, the arrangements 
should be designed to work automatically, and the call for individual 
interference by the Department should be reduced to a minimum. It is, 
moreover, no part of the duty of the administrator to frame arrange- 
ments with any object other than smooth and efficient working; he 
should not be guided by a desire to encourage reform in other directions, 
such as, for example, the decasualization of labour, however desirable that 
object may be. 

Here may be mentioned the risk, that has constantly to be guarded 
against, of clogging the system by over-elaboration of regulations. Ina 
scheme covering one-third of the population many demands come from 
particular sections for exceptional treatment. Any variation from the 
normal adds to complexity and to administrative costs ; the consideration 
of simplicity often outweighs the theoretical advantage of meeting a 
demand from a group. Thus, for instance, it has been urged that agri- 
cultural workers, on account of their light sickness experience, should 
enjoy a reduction in contributions ; but the result would be little short of 
administrative chaos. For legitimate grievances, where general principles 
are not at stake, a remedy can usually be found, and herein lies the 
importance of maintaining elasticity in administration ; regulations, I 
suggest, should be our servants and not our masters. 

Turning to the organizations through which the benefits are 
administered, the Health Insurance system is unique in that the 
disbursement of funds raised under statutory authority is entrusted 
to Societies, which, though limited as to constitution and powers, are 
independent self-governing bodies. An Approved Society’s member- 
ship is not necessarily confined to insured persons, as the Society 
may have other objects in addition to the administration of State 
insurance. Any body of persons may make application to become an 
Approved Society, the principal conditions of approval being that the 
Society must not be carried on for profit and its constitution must provide 
for its affairs being subject to the absolute control of its members. We 
may regard Approved Societies as voluntary aggregations of the insured 
in groups of their own selection, for the members of which there will 
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commonly be some nexus extraneous to National Health Insurance. Thus 
a Society may consist of persons following a particular employment or 
residing in a particular district, or of persons of a particular political 
complexion or religious persuasion. The main types, however, are the 
Friendly Societies, including the old-established affiliated orders organized 
in branches, Trade Unions, and the Societies connected with Industrial 
Assurance Companies. Each Society or branch forms a separate financial 
unit ; it has control of its own funds, and its members stand to gain by 
favourable sickness experience or good management, which is reflected 
in the surplus shown on a valuation. 

A large part of the evidence given before the Royal Commission was 
directed to the question whether the Approved Societies should be main- 
tained in their present form. Those who have read the Commission’s 
Report will know the grounds on which the majority concluded that the 
Societies should be retained as an essential part of the system, so long, 
at any rate, as social insurance is on its present basis. It is enough here 
to refer to a few administrative advantages of the system. Use is made 
of the long experience of the voluntary bodies in administering sickness 
insurance, and of the ‘‘ home service ”’ given by 40,000 industrial assurance 
agents throughout the country. Through Associations of Societies of the 
same type, problems peculiar to particular groups can be segregated. 
There is greater flexibility in administration than would probably obtain 
under a completely centralized system. The interest of Societies in their 
work is a valuable aid to the central administration. In any changes or 
developments the views of those in direct touch with the insured are 
obtained through a Consultative Council consisting of experienced officials 
drawn from all types of Societies. 

The primary benefits of the Act are payments during sickness and 
disablement, the qualification for which is that the member should be 
“rendered incapable of work by some specific disease or by bodily or 
mental disablement.” This is not solely a medical test, but involves such 
considerations as the kind of work for which the person is ordinarily 
fitted, whether other work is reasonably open to him, or whether he could 
by a short period of training fit himself for such work. Although medical 
certificates of incapacity are the main evidence, the decision whether 
benefit should be paid involves mixed considerations, which are peculiarly 
appropriate for the Management Committee of a Society representing the 
insured. It has yet to be shown that some other system for disbursing 
cash benefits would be more effective. 

There has been a natural tendency to reduction in the number of 
Societies and branches. In size they vary from under 100 to over 
2,000,000 members. The complicated administration needs trained 
officials. Small Societies and Branches tend to become merged in others 
by the process known as transfer of engagements, under the Department's 
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supervision. The present numbers, nearly 1,000 Societies and 7,000 
Branches, are barely half of those originally formed. But the process of 
reduction is slowed down as the inefficients are weeded out, and the present 
numbers are not likely to be reduced much further. 

The provision of medical benefit, ie., free medical attendance and 
treatment and the supply of drugs, involves different machinery from 
that for the disbursement of payments during sickness. The problems 
are (i) to devise arrangements under which the-doctors will undertake to 
give a satisfactory service at an agreed remuneration, and (ii) to see that 
such service is actually provided. The general arrangements with the 
doctors are settled by negotiation between the Department and repre- 
sentatives of the profession, but the actual provision of the benefitsrequires 
a local organization. The system must enable the insured to be put in 
touch with a doctor of his choice who is ready to give treatment on the 
agreed terms ; it must provide means for ensuring that the standard of 
service is maintained ; and it must deal expeditiously with the needs of 
persons who move from one area to another. 

The main function of the local Insurance Committees is to administer 
medical benefit. These bodies include as to three-fifths of their member- 
ship representatives of insured persons, the other members being doctors 
and appointees of the Council of the particular County or County Borough, 
and of the Minister. The original intention was that the Committee 
should frame contracts locally with the doctors and chemists ; but as this 
has had to be done centrally, the work of the Insurance Committees, 
apart from the treatment of complaints against particular doctors or 
chemists, has become largely formal. The advantage of representation 
of the insured on the local bodies administering medical benefit thus seems 
to be more apparent than real. Questions of principle affecting the 
interests of the insured are settled by the Department after discussion 
with the Consultative Council. The future will show whether Insurance 
Committees are to be retained in their present form or whether, as the 
Royal Commission have recommended, their functions are to be vested 
in other local bodies administering medical services. 

The administration of medical benefit on a territorial basis involves 
the keeping of a record in the office of the Insurance Committee of the 
insured persons resident in the area and of the doctors responsible 
respectively for their treatment. Payment to the doctors is at a capita- 
tion rate based on the number of insured persons on their list. There 
must, therefore, be a local record of each insured person in addition to the 
tecord kept by his Society of his membership under a membership number. 
This may appear to be a regrettable result of the duality of system. But 
changes in the insured persons’ status and their removal to a new area 
are so frequent that a local record can only be kept accurately and with- 
out serious inflation by constant reference to a central record. For 
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valuation purposes the Department maintains a general index of the 
members of all Societies, kept alive by notifications from the Societies, 
and advantage is taken of this index to correct and keep up to date the 
local records. Although there is duplication, the existence of different 
sources of information undoubtedly makes for greater accuracy in the 
results than would otherwise be possible. 

It is implied throughout the original Act that the Department should 
have general supervision over the administration of the scheme, but when 
one looks at the specific powers of control over Approved Societies they 
are found to be extraordinarily limited. A Society seeking approval 
has to submit its proposed rules to the Department for sanction, but when 
once these have been approved the Society is free to conduct its business 
in its own way, subject to two main limitations. It has to submit its 
accounts to audit by Auditors appointed by the Treasury, and it is liable 
to have its approval as a Society withdrawn if it fails to comply with the 
statutory provisions or if it is mal-administered. Withdrawal of approval 
as a penalty for abuses is an extreme remedy, rarely to be applied. The 
members, who may be innocent, cannot be allowed to suffer for faults 
of the Committee of Management, and the Department must see that 
proper provision is made for continuance of their title to benefits. This 
can be effected if the Society can be induced to transfer its engagements 
to a more efficient unit. In dealing with irregularities, therefore, the 
Department has to rely largely on methods of tactful persuasion, with 
the extreme penalty in the background. It is a tribute to the good sense 
of Societies and their officers that official representations and suggestions 
are g-nerally accepted, and the system has worked without serious 
difficulty. Occasionally, however, the Department is faced with a situa- 
tion that cannot be met under the existing powers, and the Royal Com- 


mission have made certain recommendations for extension of the control | 


over Societies, including a power to require rules to be amended where 
they do not provide for proper government or are likely to operate unfairly 
to the prejudice of members. But such extension of powers will not 
necessarily affect the method of tackling difficulties. Sympathetic 
discussion and a careful lead in the desired direction have much better 
effect in the long run than a precipitate use of compulsion. 

The main functions of an Approved Society are (1) to see that members 
obtain the benefits to which they are entitled, (2) to secure that benefits 
are not given to members who are not entitled to them, and (3) to keep 
correct records and accounts as required by the Act and Regulations. 
(1) and (2) may sound alike, but failure of a Society in regard to either of 
them calls for entirely distinct administrative action. 

The right of a member to sickness or disablement benefit depends on 
various other factors in addition to his satisfying the test of incapacity 
for work ; thus, he must have completed the necessary qualifying contri- 
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butions, his arrears of contributions must not be too great, any previous 
sickness in the last year must be looked at, and the new sickness must not 
have arisen out of an accident for which equivalent compensation can be 
recovered. Where a Society refuses benefit the member has the right of 
appeal first to a tribunal set up under the Society’s Rules, and subse- 
quently to the Central Department. Appeals to the Department are 
determined by legal referees appointed for the purpose. But before the 
stage of formal appeal complaints of refusal of benefit reach the Depart- 
ment to the number of thousands annually. These have to be carefully 
investigated and in many instances show either misapprehension on the 
part of the member or that the Society did not know the full facts. Ina 
proportion the Society are found not to have correctly applied the regula- 
tions. The Department’s action, after ascertaining the facts, is to put 
to the Society the relevant considerations so that a correct decision may be 
reached. But, as there is a right of appeal, the Department has carefully 
to avoid dictating what the decision should be. It has sometimes been 
suggested that, as Societies are independent bodies, the member should 
in every case be left to his right of appeal. This would mean a piling up 
of grievances which would bring the whole scheme into disrepute. Even 
a few cases of hardship might easily be made the subject of a parliamentary 
agitation. Apart from the member’s legal rights, there is a duty on the 
Department to do everything in its power to facilitate smooth working. 

On the second point, a disposition of a Society to give benefits too 
readily calls for action in view of its adverse effect upon the next valuation 
and the risk of a call upon the Central Fund set up to assist Societies in 
deficiency. Here the Department has to impress on the Committee of 
Management its responsibility for duly safeguarding the Society’s funds ; 
and to urge that sickness certificates should be carefully scrutinized, the 
duration of claims should be watched, members on benefit should be 
visited by competent sick visitors, and liberal use should be made of the 
power to refer members for examination by a medical referee. For 
this latter purpose Regional Medical Officers have been appointed whose 
services are available to Societies. This service has proved of the utmost 
value, not only in enabling Societies to restrict the claims to such as are 
legitimate, but in co-ordinating the standard of incapacity for work 
applied by doctors throughout the country. The work here described 
furnishes another example of a duty falling upon the Central Department 
without specific direction from Parliament. 

The normal rates of cash benefits are fixed by the Act on an actuarial 
basis, but they are reduced, or may be suspended, for a member who is in 
arrears with his contributions. The rates of sickness benefit are I5s. a 
week for a man and 12s. for a woman, and disablement benefit is 7s. 6d. 
aweek. It will be noted that, in accordance with the original conception 
of social insurance, these rates are markedly short of full compensation 
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for loss of wages. The benefits are a minimum provision which the 
workers should be encouraged to supplement by private voluntary 
insurance and personal thrift. Societies having a surplus on valuation 
may increase the benefit rates under a scheme sanctioned by the Depart- 
ment. Obviously this power should not be used to defeat the original 
intention, and normally the increases do not exceed 5s. a week in sickness 
benefit, bringing the men’s rate up to 20s. a week. The average for all 
Societies is rather over 18s. 

The severity of unemployment in the last six or seven years has led 
to emergency measures whereby the insurance of unemployed members 
can be kept alive and the right to some benefits maintained without 
payment of contributions. Departure from actuarial principles is 
doubtless inevitable sometimes in a national scheme. In particular, 
denial of health insurance rights cannot be justified when it arises from a 
contingency for which the State recognizes a right to other benefit, 
i.e. unemployment benefit. But while a contribution shortage due to 
normal unemployment should not debar a member from benefit, it would 
be beyond the intention of the scheme for it to include a non-contributory 
or charitable element as a permanent feature. 

The additional benefits were originally thought of merely as a windfall 
for members of Societies fortunate enough to have a surplus. But the 
amount of the surpluses has so exceeded expectation that very substantial 
additional benefits are now provided for members of nearly all Societies. 
Of the aggregate surplus about one-half has been applied towards increases 
in cash benefits, the remainder being used to finance schemes for the 
provision of other benefits, chiefly payments towards the cost of various 
forms of treatment. 

As additional benefits are the product of members’ past contributions, 
the right to them is limited to those who have assisted in building up the 
surplus. The rule is that a member becomes entitled to additional 
benefits in the fifth year after that in which he joins the Society. This 
period has been criticised as being too long, and some shortening may be 
possible, as the Royal Commission have recommended. But it must be 
remembered that Societies are competing bodies, and if a member could 
transfer from one to another without loss of additional benefit rights 
there would be wholesale canvassing for transfers, and heavy fluctuations 
in membership, with the result that the schemes would be thrown out of 
gear financially. 

Foremost in popularity among the “ treatment ”’ additional benefits 
is dental benefit, but others that have been more or less widely adopted 
are payments for ophthalmic treatment and optical appliances, for medical 
and surgical appliances, for treatment in hospitals or convalescent homes, 
and for nursing. It has become recognized that these benefits are of the 
utmost value, not only in relief to the individual, but in improving the 
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general standard of health with an ultimate saving to the sickness 
funds. 

On account of limitation of the funds, an unconditional right to receive 
a treatment benefit cannot be guaranteed to all members, and a discretion 
is left to the Committee of Management in making grants. They must 
see that the money is spent to the best advantage in the interests of the 
Society as a whole. Each Society submits its own scheme for approval, 
but actually the schemes adopted are based on models prepared by the 
Department, giving in outline the system of administration. 

The development of dental benefit is of particular interest at the 
present time. From July, 1926, there became available for this benefit 
well over £2,000,000 a year. The Act is curiously silent as to how the 
benefit should be administered. The schemes could not wait for further 
parliamentary authority to be obtained. It was necessary to proceed 
on the basis of the existing powers, with such guidance as could be 
obtained from the analogy of medical benefit. 

The Department insisted that the benefit should be uniform in scope, 
that members should have free choice of dentist, and that the Society 
should normally pay the whole cost of operative treatment and not less 
than one-half of the cost of dentures. The balance of the cost has to be 
met by the member. It was not enough, however, merely to frame 
schemes. Arrangements had to be made with the dentists for terms and 
conditions of service. For this purpose a Committee was convened, 
including representatives of all the main groups of Societies and of the 
various dental organizations. Negotiations, which were necessarily on 
a national and not a local basis, were successfully completed, and an 
agreed scale of charges forstandard work, and agreed conditions of service, 
with procedure for settling disputes, have been promulgated. Regional 
Dental Officers have also been appointed to enable Societies or dentists 
to obtain a second opinion in cases of doubt. These arrangements furnish 
a striking example of what can be done by administrative action without 
direct guidance from Parliament, but specific powers will undoubtedly 
be required if the scheme is to be protected from the risk of possible 
contingencies leading to a breakdown. 

The arrangements in connection with ophthalmic benefit are not so 
far advanced. The need of a service for the insured has brought to the 
fore the question of the status of opticians in regard to the testing of 
sight. Up to the present time the medical profession have held that a 
medical examination should be made in all cases of defective vision, but, 
apart from the question of expense, this seems to be a counsel of per- 
fection, and the matter is now being investigated by a Departmental 
Committee. As in the case of dental benefit, it will be the duty of the 
Department to facilitate negotiations whereby Societies may be enabled 
to obtain a satisfactory service for their members at reasonable cost. 
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Already it has been arranged for specialist examination of the eyes to be 
obtainable by insured persons at a reduced fee. 

The relation of the insurance benefits to those provided through 
charitable agencies give rise to some points of interest. As a general 
principle the benefits of insurance should be obtainable as a matter of 
right in return for the contributions, but those administering the scheme 
cannot shut their eyes to the existence of charitable institutions providing 
health benefits in which the insured may participate. Asan example, the 
voluntary hospitals treat a large number of insured persons but not on a 
contractual basis. The additional benefit schemes accordingly allow 
Societies to make payments to the hospitals in respect of the treatment 
provided, and over £300,000 a year has been set aside by Societies for this 
purpose. Apart from this a Society has power to make subscriptions to 
hospitals and other charitable institutions out of its ordinary benefit 
funds. Payments of this kind represent from one point of view a gift out 
of insurance funds to the institutions concerned ; from another they are a 
recognition of valuable services given to the members, though in amount 
they are not related to the actual cost of these services. 

The power of Societies to contribute to charitable institutions has led 
to a curious and questionable situation under which certain institutions 
have been formed for the purpose of receiving moneys from Societies 
and giving benefits, the administration of which is entirely free from 
official control. The subject received the attention of the Royal Com- 
mission, who have recommended a radical change in the law. The pro- 
vision of treatment benefits for the insured is of such importance that it 
should be goverued by conditions laid down under the authority of 
Parliament. 

Much has been done already, but much more remains to be done, in 
the development and extension of forms of treatment for the insured. In 
regard to benefits other than medical and dental, arrangements for a 
satisfactory service still need to be reached by negotiation with bodies, 
professional or otherwise, providing treatment. Massage and electrical 
treatment and spa treatment may well be added to the present list. In 
addition, when funds allow, medical benefit should be extended to include 
specialist and consultant services, and improved provision made for 
women in childbirth. For all such benefits a nationally organized 
scheme worked through local bodies would seem to be the ultimate goal. 

It may be useful to add a summary of some of the main conclusions 
from this paper. I would suggest that— 

(1) It should be kept in view that health insurance benefits are 
obtainable as a right in return for payment of contributions ; the system 
of administration should discourage on the one hand any interference 
with the rights of the insured, and on the other any undue tendency for 
the benefits to assume the character of charity or a dole. 
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(2) Such a social insurance scheme, therefore, calls for more rigid and 
detailed supervision from the centre than other social services in which 
the grant of assistance is discretionary. Insurance rights and obligations 
must be uniform and clearly defined, being governed either by the Acts 
or by Regulations made by the Central Department and having the force 
of law. 

(3) When principles have been settled, demands for modification of 
regulations to meet special cases should be conceded sparingly ; theoretical 
justice is too costly if it means a system difficult to understand and 
complicated to work. But hardships can often be mitigated by due 
elasticity in administration. 

(4) In exercising general supervision, the Central Department can 
usually rely more effectively on its position of authority than on the use 
of specific powers. 

(5) The system for collecting contributions should be arranged to 
fit in with, and not to disturb, existing relations between employers and 
employed. 

(6) The distribution of cash benefits during sickness is appropriately 
entrusted to independent self-governing Societies. 

(7) Benefits in the form of remedial or preventive treatment, when 
generally available, should for the sake of uniformity and efficiency be 
controlled by the Central Department. A local organization is required 
for actual contact with the insured, but whether this should be provided 
through the bodies already in the field, through the local authorities, or 
in some other way, it is beyond my purpose to discuss. 
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Unemployment Insurance 


By P. Y. BLUNDUN 
Assistant Secretary, Ministry of Labour 


Nigenees Wednesday morning there appear in the daily Press para- 

graphs giving the weekly unemployment figures. They are, for 
the most part, in the nature of a brief statement giving the numbers 
recorded as unemployed for the week under review and a comparison with, 
perhaps, a week ago and a year ago. There is, as a rule, but little com- 
ment ; certainly there is nothing to convey the true inwardness of the 
story which the figures themselves tend, perhaps, rather to conceal than 
to reveal, and it is probable that the average reader passes the paragraph 
by in his search for more interesting topics. 

Occasionally, however, even the average reader’s attention is caught 
by a brief paragraph recording the suicide of a man whose whole resources 
have been exhausted during the fruitless search for a livelihood. There 
was one—I refer at random—a few weeks ago, headed “ Major’s Last 
Penny,” a title which sufficiently indicates the story. This type of case 
is, happily, rare. But it has a definite connection with the weekly un- 
employment figures, and it is worth while, at the outset, to dwell for a 
moment on the connection, because the million odd who are recorded as 
unemployed every week are the whole concern of that system of unemploy- 
ment insurance whose administration is the subject of this paper, and the 
connection between the two kinds of news-paragraph referred to is the 
key to the proper appreciation of the unemployment figures. 

There are on the average over a million recorded as unemployed every 
week. As has often been pointed out, they are not the same million each 
week of the year ; probably some three to four million different individuals 
enter into the record within a year. And they are “ unemployed.”’ What 
does that really mean? It is perhaps a little difficult for most members 
of the Institute, certainly for those who are established Civil Servants; 
to realise just what unemployment does mean. The ordinary “ working 
man ” experiences no such difficulty. To him unemployment means, too 
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often, that the whole basis of his existence is threatened. It may be that 
in the case of the casual worker frequent experience of unemployment, 
coupled with the practical certainty of a fresh engagement shortly, 
mitigates the unpleasantness, though even in such cases the consequent 
worry and anxiety can scarcely be entirely eliminated. In the case of the 
skilled man who has had pretty steady work for a considerable time 
the sudden loss of his job must come as a thunderbolt. So long as a 
weekly wage is coming in, the various embarrassments of existence—a 
wife’s confinement, a child’s sickness—can be faced and, by careful 
management, provided for. But the unemployment of the head of the 
household means paralysis. The working class wife’s pre-eminent 
qualification, the power of managing, is useless when there is nothing to 
manage on. And it has to be borne in mind that the million unemployed 
at any given time are not the only victims ; a large proportion of them 
have dependants, in varying numbers. Unemployment insurance has 
done much to rob unemployment of some of its terrors; the receipt of 
benefit certainly mitigates hardship; but among the unemployed are 
many who are not entitled to benefit, and at best benefit is not the same 
as full wages. 

The unemployment figures, then, are no mere statistical record ; and 
the unemployment insurance scheme is properly to be regarded neither 
as an exercise in ingenuity for economists and lawyers nor as the football 
of party politics. It is a factor of the first importance in the lives of a 
large number of men, women and children ; to play with it is to trifle with 
vivisection. And, such being the importance of this branch of social 
insurance, it is worth while that it should be as widely as possible under- 
stood and appreciated, because it is a part of the social structure whose 
inevitable periodical adjustments demand all the intelligence that can 
be devoted to them ; and it is particularly of interest to members of the 
Institute, because it is an instructive example of large-scale public 
administration. 

In the ordinary course it would be natural for an exponent of unemploy- 
ment insurance to commence with a brief summary of the history of 
events leading up to the present scheme (it is one of those cases where the 
past is essential to the understanding of the present), to proceed to an 
outline of that scheme, and then to deal with the main problems arising 
in connection with it, treating the actual machinery of the scheme as 
something of subordinate interest. I find, however, that, so far as the 
first three divisions are concerned, the ground has already been covered 
by Mr. Price in his paper of last January.’ I assume, therefore, that it is 
desired that I should deal with administration in the narrower sense, that 
is to say, with the actual machine and its working. 

And here, let me say at once, I find myself in a difficulty. I was struck 


1 See Public Administration for July, 1927. 
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by two criticisms contained in papers printed in the October, 1926, number 
of your Journal. In the first place, Professor Adams, while pointing 
out the need, in the teaching of administration, for an adequate description 
of the machinery, utters a word of warning as to the necessity for a due 
sense of proportion ; the descriptive element, he says, is at times apt to 
be overwhelming ; it must not be allowed to overshadow the study of 
principles. In the second place, Principal Robertson criticizes the very 
use of the expression ‘“‘ machinery of administration,” which he calls 
“a very misleading phrase.”’ If I may say so without presumption, I 
share the views expressed in both these criticisms. As regards the 
first, I will do my best to keep description within its proper limits ; for 
this purpose, however, my paper should be regarded as part of Mr. Price’s 
referred to above; and I should like to add that the responsibility for 
ensuring that the subject shall not appear devoid of interest is not alone 
his who writes : it is largely in the power of him who reads to inform the 
dry bones of exposition with that spirit of imagination and sympathy 
which can transform a catalogue into an epic. As to the second criticism, 
let me quote : 


From first to last we are dealing with men and women in a definable relation to 
each other. The organisation of administration and the machinery of administra- 
tion are only methods or instruments by which these relations of men and women 
can be manipulated, adjusted, or made more efficient for the purpose deliberately 
made the object of the policy or the act. When an administrator succeeds, it is 
because a man or woman or a group of men or women have been able to impose 
their will on other men and women or interpret successfully how human nature in 
certain circumstances will react to a particular act or set of acts. 


This is pre-eminently true of those who have to administer unemployment 
insurance, particularly those who are in daily touch with claimants for 
benefit. At the same time, I hope I may be forgiven for using such an 
expression as ‘‘ the machine ”’ after thus making it clear that I do not 
overlook its disadvantages ; it has the convenience of brevity and the 
sanction of custom, and it is perhaps less inappropriate than elsewhere 
when it is used of a staff who require, for the proper performance of their 
duties, to combine a machine-like precision with a very human, I had 
almost said divine, breadth of outlook and capacity for understanding 
and making allowance for the extremely fluid mentality with which they 
are sometimes confronted. 

The administration of unemployment insurance is carried out partly 
by an official staff and partly by outside bodies. 

The official staff consists of a small establishment at headquarters in 
London, a branch at Kew and a divisional and local organisation. 

The headquarters establishment is concerned with higher administra- 
tive work of the ordinary nature ; it is responsible for working out in 
practical detail the general lines laid down in the Acts of Parliament; 
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for initiating and supervising the actual operation of the detailed system ; 
for dealing with the numerous questions that arise in the course of the 
practical working of the scheme, be they requests from local officers for 
further guidance, complaints from disappointed applicants whose claims 
have been disallowed, further representations on behalf of such applicants 
by paternal Members of Parliament (a very steady and unfailing stream, 
this), or demands for deputations from persistent Trade Unions, from 
scandalised anti-dole champions, or from worried Local Authorities faced 
with heavy and rising rates ; and for preparing such further legislation 
as circumstances demand ; apart from amendments to unemployment 
insurance law which have been made by one or two Acts mainly dealing 
with other subjects, there has been at least one Unemployment Insurance 
Act every year from 1919 up to and including last year, and in some of 
these years there have been two or three Acts per year. It is perhaps 
also worth while remarking that scope questions, that is, questions 
whether contributions are payable in respect of a particular piece of work, 
the decision as to which determines whether an individual is or is not to be 
admitted to the advantages of the scheme, are, under the Acts, to be 
decided in the first instance by the Minister. This important function, 
therefore, forms part of the work of headquarters. 

There is another function which might be mentioned here, and that is 
the enforcement of compliance with the Acts. By compliance is meant 
compliance on the part of employers and workers with the provisions of 
the Acts relating to contributions, detention of books, etc. It is necessary 
that provision should be made both under the health insurance scheme 
and under the unemployment insurance scheme for seeing that contribu- 
tions are properly paid. The work under the two schemes is largely of a 
common nature, and it has been found convenient and economical to 
utilise the services of a single inspectorate for the purpose of ensuring 
compliance under both the schemes. 

At Kew there is a two-fold establishment ; the larger of the two is 
concerned with the work of keeping the personal accounts of the 11 
million workpeople who are insured. Under the existing provisions of the 
Acts, it is necessary to keep an account both of contributions paid and of 
benefit received in the case of each individual insured contributor. The 
contributions paid are credited each year after the annual exchange of 
unemployment books, which takes place in June or July, while the benefit 
received is recorded week by week immediately after it has been paid out. 
The other and smaller branch at Kew consists of the insurance officer’s 
branch. The Acts provide that claims to benefit shall be determined, in 
the first instance, by an insurance officer ; this officer, though an official 
of the Ministry, has thus specially allocated to him by the Acts a particular 
function of a quasi-judicial nature. It is not, of course, practicable for 
more than the more important questions arising on claims to be dealt with 
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in the insurance officer’s branch at Kew ; a very large number, that is, 
all the more straightforward cases, are dealt with by officers in the 
provinces exercising insurance officer powers. 

It has already been mentioned that there are some 11? million insured 
contributors and that some three to four million persons probably appear 
on the register of the unemployed in the course of a year. It would, of 
course, be impossible to deal with such a numerous clientéle centrally ; 
a local organisation is essential. The country has accordingly been 
divided into seven divisions, whose areas are sufficiently indicated, perhaps, 
by their names, that is to say, the London and South-Eastern, the South- 
Western, the Midlands, the North-Western, the North-Eastern, the 
Scotland and the Wales divisions. Each division is under the immediate 
control of a divisional office. The divisional offices are intermediate 
between headquarters and the local offices to be mentioned directly. 
They are, of course, in closer touch with the industrial life of the different 
districts than it is practicable for headquarters to be, and thus it is possible 
to delegate to them a large share of the responsibility for administration, 
subject always, of course, to the overriding control of headquarters. 

The local offices are of two kinds, namely, employment exchanges and 
branch employment offices. The employment exchange is the larger 
type of office and is set up in the more important districts ; it is staffed 
largely by established Civil Servants. The branch employment offices 
are smaller offices in the less important districts and they are in charge of 
one who is not a permanent official of the Department and is frequently 
not a whole time employee of the Department. As I shall mention later 
on, the local office is the important unit for the individual insured contri- 


butor ; the local office supplies him with his unemployment book, receives | 


his application for benefit, pays him his money, finds him work and 
generally deals with him in all his insurance relations. 

As was mentioned above, a certain part of the administration of 
unemployment insurance is carried out by outside bodies. 

In the first place, there are the bodies specially set up to deal with 
disputed claims to benefit. I had better explain here that, under present 
provisions, claims to benefit are of two kinds, namely, standard and 
extended. Standard benefit is benefit which is based strictly on contribu- 
tions. In order to get standard benefit, an insured contributor must 
fulfil certain general conditions, and he must also fulfil three special 
conditions, viz. (i) that he has paid twenty contributions in the last 
insurance year (that is, the year running from July to July), (ii) that, 
after deducting one contribution for every day’s benefit he has had, he 
still has some contributions to his credit, and (iii) that he has not received 
twenty-six weeks’ benefit on the strength of his contributions within the 
last year. If he fulfils the general conditions referred to, but fails under 
one of the three special conditions mentioned, then, provided he fulfils 
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certain alternative conditions, he can still get benefit, and that will be 
called extended benefit. It will be seen, therefore, that there is a body of 
general conditions applicable to any sort of benefit, that there are special 
conditions applicable to standard benefit and that there are also other 
special conditions applicable to extended benefit. For reasons that I 
need not go into now, the Acts have provided that the general conditions 
for all benefit, and the special conditions for standard benefit, shall be 
matters to be dealt with by certain bodies frequently rather illogically 
spoken of as the statutory authorities ; while the special conditions for 
extended benefit (and also, I may say in passing, the question whether the 
rates of benefit, standard or extended, are to be increased in accordance 
with the Acts in respect of dependants) are matters for consideration by 
the Minister, who may, if he thinks fit, consult local employment 
committees. The “statutory authorities” in the narrow sense referred to 
just above are the insurance officer, who has already been described, the 
court of referees and the umpire. There is an appeal from the initial 
decision of the insurance officer to a court of referees, which consists of a 
chairman and two assessors, namely, a representative of employers and a 
representative of workers, who are chosen from a panel containing numbers 
of such representatives ; the chairman is appointed by the Minister and a 
man of legal qualifications and judicial experience is usually chosen. 
The court of referees make a recommendation on the claim which is the 
subject of the appeal and the insurance officer must either accept their 
recommendation or refer the matter to the umpire. The umpire is the 
final authority. He is appointed not by the Minister but by the 
Crown. 

In the second place, there are the bodies which deal with claims to 
extended and dependants benefit. These are sub-committees of the 
local employment committees. Local employment committees are com- 
mittees consisting mainly of representatives of employers and workers 
with a certain number of additional members ; they are set up by the 
Minister for districts covering, between them, the whole of the country, 
and their duty is to advise the Minister generally with regard to problems 
arising in connection with the work of the employment exchanges and on 
the administration of unemployment insurance. As stated above, the 
Minister is empowered to consult these committees particularly on claims 
to extended and dependants benefit, and it is the general practice to refer 
all such claims (with the exception of a limited number of straightforward 
dependants benefit claims) to local employment committees for their 
recommendation in the first instance. The cases are, of course, far too 
numerous to be dealt with by the main local employment committee 
itself ; the practice is for the committee to constitute a panel of rota 
members, consisting partly of members of the main committee and partly 
of others co-opted for the purpose, and for small rota committees, 


363 








Public Administration 


consisting of two or three individuals, to be called perhaps two or three 
times a week from this panel for the purpose of considering claims. 

The two outside bodies which have already been mentioned, namely, 
the courts of referees and the rota committees, form a substantial part of 
the normal administrative machinery. There are, in addition, two classes 
of outside body which, to a smaller degree, take a share in the adminis- 
tration. Firstly, to a certain extent, the scheme of unemployment 
insurance is dealt with by trade unions. This has always been a feature 
of national unemployment insurance in this country. In order to be 
entitled to administer unemployment insurance, the trade union has to 
make a formal arrangement with the Department, and, when that formal 
arrangement has been made, a member of the union, instead of having his 
claim dealt with through the employment exchange, will have it dealt 
with at the office of his union so far as the day to day routine is con- 
cerned (of course, the decision whether benefit is payable on a claim is a 
matter for the statutory authorities). The union will pay him and the 
Department will subsequently refund to the union. Before a union can 
make such an arrangement, it has to satisfy the Department that it 
fulfils certain conditions ; in particular, that it has an effective method of 
finding work for its unemployed members and that it pays a certain 
amount of benefit from its own funds over and above the amount to 
which the individual would be entitled if he claimed from the unemploy- 
ment fund in the ordinary way. 

Secondly, in the case of juveniles (young persons under eighteen), in 
certain districts the administration is done by the local education authority 
under a provision contained in the Act of 1923. Prior to that Act, the 
whole administration of unemployment insurance in respect of juveniles 
had been in the hands of the Department, while the work of placing 
juveniles in employment was done either by the Department, under the 
Labour Exchanges Act, or sometimes under a different Act by sub- 
committees of local authorities. This did not prove entirely satisfactory, 
and, since March 1924, whichever organisation, the Department or the 
local authority, does any of the work for juveniles must do everything, 
that is, both the employment work and the unemployment insurance work. 

It will be observed that, leaving out of account, for the moment, the 
courts of referees and the local employment committees, which have special 
and limited functions, the general administration, apart from the two 
exceptions mentioned, viz. the trade unions and the local education 
authorities, is in the hands of the Ministry of Labour and is conducted 
by Civil Servants. The paper on Health Insurance will enable you to 
contrast the position under that scheme. 

That, then, isthe machine. It would be of interest to see it in motion 
and watch how it works. I am afraid, however, that it would not be 
possible within a reasonable compass to exhibit the working of all the 
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parts, and, if I were able to do so, I am not sure that I should secure or 
deserve your attention. It will probably give you a sufficient idea of the 
way in which the machine works if I try to tell you roughly what happens 
with the ordinary insured contributor, when he is employed and when he 
is unemployed. 

A man wants to take work in an insured trade; he has found an 
employer willing to take him. The first thing to do is for the man to 
apply to the local office for an unemployment book ; he must take that 
book to his employer ; the employer keeps the book all the time the man 
is employed ; every week he puts on a stamp for a certain amount and he 
deducts the workman’s share of that amount from his wages. The worker 
is entitled to look at his book, although the employer keeps it. Further, 
the book has to be renewed at a certain period. Every book, in the 
ordinary way, runs for one year ; it can contain one year’s stamps. At 
the end of a year it has to be exchanged for a new book. The exchange 
of books takes place late in June and early in July every year. A regula- 
tion is made annually, specifying what is going to be the next insurance 
year; that is the period for which an employment book is current ; 
roughly, it runs from about the first week of one July to the first week of 
the next July ; the man has to exchange his book for a new one when that 
period has expired. It is a heavy task to exchange nearly 12 million 
books. Each book has to be taken in, certain particulars have to be 
written on the new book handed out to the man ; the old book has to 
be entered up on certain records and then sent up from the local office 
to Kew. At Kew various particulars are recorded in different ways in 
the ledger relating to this particular man, and the books are then stored. 

When he loses his employment, the man may want to claim benefit. 
The first thing to do is to get his book from his employer stamped up to 
date. He then comes along with his book to the local office. That 
local office is the important unit for that man. He may hardly know of 
the existence of the divisional office or of headquarters ; his unemploy- 
ment insurance life is entirely bound up with the local office, and one 
result, and a very useful one, is that the officials in the local offices get to 
know a large number of the claimants. The claimant for benefit first 
of all hands in his book (‘‘ lodges” his book). The book has to remain 
at the local office all the time the man is claiming. The main object of 
that is this: the claimant, being an insured worker, is more likely to get 
work in an insured trade than in any other trade. If he gets work in an 
insured trade he can only start by handing his book to his employer ; 
therefore, as long as the book is at the local office it is fairly certain that 
the man is not working. This is one check, and an important one, against 
fraudulent claims. 

Upon lodging his book, he has to fill up a certain form of claim, giving 
his name, occupation, last employer, etc. If he is a man who has not 
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claimed benefit before, then one of the things essential is that he shall be 
continuously unemployed for six days before he can get anything at all, 
He not only cannot get anything during those six days, but, even if he is 
unemployed for more than six days, he cannot get benefit in respect of 
the first six days. ‘‘ Continuously unemployed” is rather a difficult 
phrase to explain. In the ordinary way a period would only be regarded 
as continuous if all the days in it were consecutive. Actually, if the 
phrase were confined to that, the provision in question would lead to a lot 
of difficulties. There are certain classes of men who in the normal course 
of things have broken employment, being in work one day and out of 
work the next. If they, equally with everybody else, could get no 
benefit for the first six days of a continuous period of unemployment, in 
the sense of an unbroken period of consecutive days, they would never 
or seldom get benefit even though unemployed for a considerable propor- 
tion of their working time. So, to meet that hardship, an artificial 
definition of ‘‘ continuous” has been made, the effect of which is that, 
even if a man is not unemployed consecutively, he may still be regarded 
as unemployed continuously, provided he is unemployed for at least three 
days out of any six consecutive days, and further, if he is unemployed for 
any three days out of six consecutive days, then those three days can be 
regarded as continuous with any similar three days occurring within six 
weeks. 

To come back to the claimant, then ; he has to wait at least a week. 
In actual practice he will have to wait more than a week, for this reason ; 
normally, benefit is paid only once a week, on Friday. The local office 
must be given a certain time to do the necessary arithmetic, to get the 
money out of the bank, and so on. The benefit paid on Friday is in 
respect of the week ending on the previous Wednesday. It will help to 
make the procedure clearer, perhaps, if certain dates are assumed. Ifa 
man makes a claim on, say, Tuesday, 16th March, he has to wait a week 
anyhow. If he has not claimed before, he cannot get any benefit at all 
in respect of the first six days; that is, no benefit would be payable for 
Tuesday, Wednesday, Thursday, Friday, Saturday and Monday ; benefit 
would be payable first in respect of Tuesday, 23rd and Wednesday, 24th, 
and that benefit would not be paid until Friday, 26th. That all gives 
time for doing the necessary operations. 

The first thing the local office does is to send up particulars of this man 
to the Kew office ; it sends up a form to find out what the state of this 
man’s account is, how many stamps he has to his credit. Kew sends 
back a note to the local office stating the number of unexhausted contribu- 
tions that the man has to his credit. We will assume he has been in work 
for well over a year; he claimed in March 1926; the unemployment 
book he has will be a book relating to the insurance year July 1925 to 
July 1926. In that book, therefore, he will have contributions from 
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July 1925, when the book started, up to the beginning of March 1926; 
that is, roughly about 35 contributions. The existence of those contribu- 
tions is unknown to Kew, but is known to the local office where he makes 
his claim, because they have his book. Further information, however, 
is necessary before the local office can pay benefit. Perhaps the Kew 
records will show that in the year 1924-5 he had 20 contributions, in the 
year before that he had 21 contributions, and in the year before that he 
had 38, making 79 contributions. Kew will also know that in 1924, say, 
this man had a spell of bad luck and had to draw 89 days’ benefit ; 
Kew will therefore report that this man has a minus balance. All this 
happens between 16th March when the claim was made and 26th March 
when the man is paid. The local office sees that the man has what is 
called a minus balance of 10, according to the Kew record ; but it sees 
also that he has 35 stamps on his current book ; and, if there is no dis- 
qualification, the local office will authorise standard benefit to the extent 
of 25 days; standard benefit, because he has 25 stamps to his credit. 
On the Wednesday, 24th, when the man has finished his waiting week and 
has two days’ benefit due, the local office computes his claim, and 
eventually on Friday morning the man will get paid after signing a form 
of receipt. This, however, is ten days after the claim is made. 

We must go back and see what else has to be done in the meantime. 
If the claimant lives within two miles of the local office, he has to come 
in every day and sign the unemployed register. That is the strict rule. 
When, however, the registers are very heavy, we relax that rule and allow 
attendance, perhaps, every second or third day. He signs the register, 
signs his name to a statement which says that he is unemployed, that he 
is genuinely seeking work and fulfilling other conditions. This is useful, 
because, if he is really making a fraudulent claim, there is evidence against 
him. Itis even more useful in this way, that he has to sign on at a certain 
specified time between certain hours in the morning or certain hours in 
the afternoon. These are chosen in such a way that it is very unlikely 
that he could come in and sign if he were working. This is an additional 
check against fraudulent claims. Moreover, the fact that the man has 
to come in every day enables the local office to keep in close touch with 
him and to offer him any suitable employment that may be available. 

This, of course, is a matter of the first importance. While, obviously, 
benefit must not be paid so long as any of the requirements of the Acts 
remain unsatisfied, the basic idea underlying the whole conception of 
unemployment insurance is that the unemployment shall be unavoidable ; 
that is to say, within certain reasonable limits as to the suitability of 
work, the applicant shall be unable to find work. An adequate test on 
this head is the keynote of successful administration. Were the employ- 
ment exchanges the sole channels through which jobs of every sort were 
to be filled, there would be no difficulty—either a job would at once be 
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offered to an applicant if he claimed benefit, or, if that were not possible, 
it would be known that no job existed, and, therefore, that the funda- 
mental requirement that the unemployment was unavoidable was 
satisfied. Actually, of course, thisisnot so. A large number of vacancies 
for employment are filled otherwise than through employment exchanges. 
It is none the less of the first importance that the local office should make 
every possible effort to offer any suitable employment of which it may be 
aware. In all that has been said above about signing the register and 
drawing benefit it must be assumed that the local office has been unable 
to offer any suitable employment. 

The local office will have sent a note to the last employer of the 
applicant, quoting certain sections of the Act, and asking the reason for the 
termination of the employment. The employer’s reply usually comes 
back inside three or four days, sometimes sooner. If the employer’s 
reply does not seem to show any ground for disqualification, e.g. if he 
says “‘ he left because I had no more work for him,”’ the case is then clear ; 
the man signs for his week and a half, the local office gets his account down 
from Kew and pays him on the following Friday. If, however, the 
employer’s reply is: “‘ discharged for misconduct,” or “‘ left on account 
of a tracie dispute,” or something like that, then the local office has to 
send that to Kew, but not to the same part as before. This note from 
the employer will be sent to the insurance officer’s branch. 

The insurance officer has before him the man’s claim, and a statement 
from the employer that the man was discharged for misconduct ; he says 
that the man does not fulfil one of the conditions and, therefore, disallows 
the claim. He sends a note that the claim is disallowed to the local 
office and the local office makes no payment on the claim. If the man 
does nothing more, that is the end. 

But the man may not agree ; he may say that he was not dismissed 
for misconduct. At the time when the local office tells him that his claim 
has been disallowed, it says he can appeal if he likes. The man thereupon 
fills up a form of appeal, hands it in to the local office, and the case then 
goes before the court of referees. The court of referees may recommend 
allowance or disallowance. Whatever the court recommends, it is only 
a recommendation, and it then goes back to the insurance officer. He 
either accepts it or refers it to the umpire. 

That is an account of what happens in the case of the ordinary insured 
contributor who can get standard benefit. 

I come now to the case of a man who has not got stamps to his credit 
and, therefore, cannot claim standard benefit. This happens in a variety 
of ways. To take the case above. The insured contributor had had 
89 days’ benefit ; he was also minus 10 stamps, apart from his current 
book ; if the book for the current year, instead of having 35 stamps, had 5, 
the man would then still be minus 5. In that case he could not get any 
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standard benefit, so the local office would have to follow a different 
procedure, though the man would, of course, make his claim and sign all 
the time at the local office. The applicant will have to be interviewed by 
a local employment committee; he has to fill up a further form giving more 
particulars, the reason being that, as I mentioned, there are certain special 
conditions for extended benefit which do not apply to standard benefit. 
In due course he attends before a local employment committee or, rather, 
arota committee. They question him with a view to finding out whether 
he fulfils all the additional conditions for extended benefit, and make a 
recommendation either that he shall have benefit or not, and, in the first 
case, how much he shall have (up to a maximum of 12 weeks). The local 
officer has to examine the recommendation and see whether he agrees 
with it; if he does, he accepts the recommendation on behalf of the 
Minister ; if not, he refers it to the divisional office. If the divisional 
office do not feel prepared to give a decision the case is referred to head- 
quarters. 

When the final decision has been given, if benefit is allowed, payment 
follows the same course as in standard benefit cases: if benefit is disallowed, 
there is an end of it (or, rather, there ought to be: actually it is sometimes 
only a beginning—of a lengthy correspondence }). 

So much, then, for a description of the machine and of the way in which 
it works. I am afraid I may have strained your patience almost to 
breaking-point. I only want to add a few words in order to underline 
one or two features which seem to merit special emphasis. 

It will not have escaped any one that the administration of unemploy- 
ment insurance is an instructive example of successful co-operation 
between official and lay agencies. For the insured contributor, who, after 
all, is the person most directly and vitally affected by the scheme, the 
important part of that scheme is benefit ; and it will have been seen that 
the administration of benefit is by no means altogether in the hands of 
a bureaucracy. From the outset, the courts of referees have held an 
important place; they are, as I have shown, the bodies to which an 
appeal lies against any disallowance under the general statutory provisions, 
and I think it is permissible to say that the umpire, in arriving at the final 
decision on cases which come before him, attaches considerable weight to 
the proceedings before and the finding of the court of referees. And, 
when circumstances rendered necessary a variation of the original scheme 
by way of the introduction of extended benefit, the principle was main- 
tained of utilising the.advantages to be derived from consideration of 
claims by a body which could interview the applicant personally and bring 
to bear upon his case an intimate knowledge of the local industrial 
position. The functions of the rota committees are, of course, distinguish- 
able from those of the courts of referees in a number of respects; but 
they are analogous. It is well that, in passing, I should again give 
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expression to the often-stated sense of obligation which the Department 
feels for the valuable and tireless service which rota committees have 
rendered. A point of particular interest to you, I think, in the work of 
these bodies is the success with which, though lacking the guidance of a 
chairman chosen on account of the possession of legal qualifications and 
experience, they have performed their quasi-judicial function of inter- 
preting the far from easily interpreted statutory conditions in the light 
of the very diverse circumstances of individual claims. It is worth 
noticing that, taking the country as a whole, the number of cases in which 
the Department is unable to accept a committee’s recommendations 
represents less than } of 1 per cent. of the total cases considered. 

The next thing I want to emphasise is the size of the task carried out 
by the local offices. There is a tendency to-day to decry the principle of 
moderation ; excess is easily the most fruitful source of pride in modern 
life ; towering buildings, speed records, hysterical newspaper headlines, 
colossal general stores are symptoms ; journals must record their net 
daily sales ; manufacturers stress the number of square feet their factories 
cover. This attitude is usually a mistaken one; and I am calling 
attention to the magnitude of the local offices’ undertaking not from any 
conviction that excess is a good criterion of worth, but simply with a desire 
to convey the fact. It is, in truth, a matter not for congratulation but 
for regret ; unemployment is as surely a disease as cancer or tuberculosis, 
and there is no one who wouid not rather see the hospitals and sanatoria 
closed for lack of patients. What the size of our task is may be gathered 
from a few figures. There are approximately 11? million insured contribu- 
tors. The net contributions to the unemployment fund during the last 
complete insurance year (ending in July 1926) amounted to £46,784,000. 
During the year 1926 the average weekly number of persons paid benefit 
was about 1,046,800; the number of claims considered by courts of 
referees was 157,129 and by local employment committees (extended 
benefit) 3,830,995 ; and the benefit paid totalled {£50,201,758. It will 
be apparent that the running of an organisation dealing on so vast a 
scale is a considerable feat of administration. 

The guiding principle upon which big concerns are run is standardisa- 
tion, and this is no less true of the employment exchange organisation, 
which plays such a large part in the administration of unemployment 
insurance, than of any other large-scale establishment. Standardisation, 
however, has to be kept within due bounds ; it must not be allowed to 
become tyrannical and to dictate at the cost of efficiency and convenience. 
To obtain the best results, standardisation requires elasticity for its 
partner. The outline of procedure which is all that I have been able to 
give above deals mainly with the average class of case; actually, the 
arrangements in force permit of a number of variations to render them 
adaptable to varying circumstances. I hinted at one variation when | 
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was dealing with attendance at the local office in order to sign the un- 
employed register; the normal rules themselves provide for certain 
variations according to the distance of the applicant’s residence from the 
local office, and, as I pointed out, in times of exceptional pressure on the 
local office these rules are relaxed. In the same way various other 
relaxations, differing according to the degree of pressure on the particular 
local office, are permitted on special occasions, such, for example, as the 
sudden closing down of a whole establishment ; while another example of 
the adaptability of the arrangements to the circumstances of individual 
claimants is to be found in the special procedure for dealing with claims 
by post in certain cases. 

It is scarcely to be wondered at that the administration of a scheme of 
the nature I have indicated should be the subject of criticism, and that 
from two opposite sides, the insured contributor’s and the taxpayer's ; 
and, to be sure, there is no lack of it. Neither am I going to suggest that, 
after due allowance has been made for disappointment, ignorance and 
prejudice, there does not remain a certain amount of criticism which has 
a reasonable foundation. Yet I dare affirm that, on the whole, the 
administration has achieved a substantial preponderance of success. 
On the insured contributor’s side naturally it is the failures that one hears 
about ; satisfaction is usually silent, though now and then a spontaneous 
testimonial is forthcoming, particularly with reference to individual 
officers. This makes it difficult to support my assertion with positive 
evidence ; but the impression I have formed, from experience of corre- 
spondence, interviews, deputations, debates, is that the general opinion 
of those directly concerned is not unfavourable. On the side of the tax- 
payer more definite testimony is forthcoming; the recent Committee 
on Unemployment Insurance under the Chairmanship of Lord Blanesburgh 
made inquiry into the truth of allegations of widespread abuses one of 
its principal pre-occupations and its report contains the following 
remarks on the point (the first confirms, to some extent, the contention 
that administration has been successful from the insured contributor’s 
point of view) : 


“Tt is true that a certain number out of the 11 millions of insured persons have 
received relief to which they had no claim. But it is equally true that these cases 
are relatively few, and that result is, we think, due to the vigilance with which the 
Ministry, while dealing fairly with the genuine claimant, guards against abuse.” 
The figures of fraud cases “‘ are, we think, almost negligible when contrasted with 
the total number of claims to benefit, which run into millions. That all cases of 
fraud are discovered cannot, of course, be affirmed, but certainly the Ministry 
leaves no stone unturned to bring every case to light.’ ‘‘ The Secretary ot the 
Charity Organisation Society very candidly says that he began by thinking the 
abuses serious, but, on inquiry, he has been unable to find them.” After quoting 
his remark that ‘‘it may quite well prove that unfavourable instances impress 
themselves upon the memory, while the proper and smooth working of a scheme 
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passes almost unnoticed,’* the Committee say, ‘‘ There is, we think, great force in 
this last observation. We believe that it accounts for very many of what we are 
convinced are current misapprehensions, and we ourselves see no reason to doubt 
that it is possible for the administration to discriminate in the vast majority of cases 
between the genuine and the non-genuine claimants to benefit. We believe, 
moreover, that in the main and within the limits of the Statutes it has succeeded 
in doing so.” 


I have dwelt upon this aspect of unemployment insurance, because it 
seems to me important. Unemployment insurance is a vital part of our 
social structure ; it is everybody’s concern, not only that of the victims 
of unemployment but that of their fellow-citizens, on whose consent its 
maintenance depends. It would be deplorable if it either failed to satisfy 
the legitimate requirements of those who must have recourse to it, or lost 
general support and were threatened with abolition through being 
regarded as a pernicious system of providing doles for the thriftless and 
the workshy by picking the pockets of the thrifty and the hard workers. 
I suggest that we need feel no fear on either of these scores. 

Just one more point, and I have done. Unemployment insurance is 
not, and possibly never can be, a cut-and-dried scheme, finally worked out, 
requiring no adjustment. You have seen how Act after Act has been 
passed. Circumstances alter; defects must appear; improvements 
must be made. Here, as elsewhere, however vivid the imagination, 
however keen the capacity to analyse, to visualise, to foresee, the ultimate 
basis must be experience. But no experiment can succeed completely 
unless the accidental and the irrelevant are eliminated, the operation 
which is to be examined, thus carefully isolated, is properly performed 
and the results are accurately observed and recorded. The longer and 
more complicated the operation, the greater is the difficulty in fulfilling 
these requirements. I do not say that we succeed in fulfilling them all ; 
but it is one of our aims. In addition to carrying out as efficiently as may 
be the direct provisions of the scheme and dealing with all the incidents 
arising in connection with it, we are always watching, observing, record- 
ing ; then, when the time comes, we may be in a position to attempt 
the alterations which experience suggests. Conscientious and intelligent 
administration is the safest basis of legislation. 
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Social Insurance in Denmark 


By Erik DREYER 
Ministry of Health, Denmark 


is difficult, in view of the fact that in its main principles the law 

governing Social Insurance is quite different in England and Denmark, 
for any one basing himself on Danish experience to contribute usefully to 
a discussion of the principles of administering Social Insurance of the 
kind described in the papers by Mr. Bell and Mr. Blundun. In England 
Health Insurance and Unemployment Insurance are compulsory, in 
Denmark they are both voluntary. It follows that the administrative 
problems to be faced are different in the two countries and the results 
cannot be compared. 


Health Insurance-—The Danish sick club movement dates back from 
the Middle Ages, taking its rise in the companies and guilds. In 1857 
it was decided to abolish the compulsory corporate system and to 
establish voluntary sick clubs. 

The Sick Clubs Act, first passed in 1892, was amended in the years 
1915 and 1921. Among the more important developments of this 
legislation is the provision for the needs of chronic invalids. Originally, 
such cases were totally excluded from the Health Insurance ; later on, 
however, they were admitted, but there was a proviso limiting the 
payment of benefit to certain chronic diseases only. Finally, this last 
disqualification of chronic invalids for sick club benefit was removed. 
These members now receive benefit like the other members of the club, 
the additional cost of their insurance being defrayed by the Treasury 
and the local municipality. 

From the first beginning until now the Legislation has permitted 
the sick clubs to exist as self-governing bodies, membership of which 
is quite voluntary ; the sole proviso, in return for the public contribu- 
tion to the clubs, being that they shall submit to such insurance regula- 
tions as may be established by law. 
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During the past years this organization of the sick clubs has 
given general satisfaction in its working, and, really, the insurance has 
developed to such an extent that the criticism which is generally 
passed on voluntary insurance—i.e. that its efficiency is defective—could 
not justly be passed on the Danish Sick Club Insurance. 

There are now 1,650 Approved Sick Clubs, about 1,600 of which are 
limited to certain localities. The number of members is about 1} 
millions, corresponding to 63 per cent. of the adult population. Beyond 
that, by virtue of the parents’ membership, sick benefit is given to 
children under 15 years. 

The vitality of the Danish Health Insurance system is clearly demon- 
strated by the fact that in 1901 one-fifth, in 1904 one-fourth, in 1908 
one-third, in 1917 one-half, and in 1925 more than six-tenths of the 
adult population were members of the sick clubs. Another examination 
shows that, of that part of the population which, according to their 
health and economic conditions, were entitled to be insured by the 
clubs, 82 per cent. were members of these clubs in 1925. 

The sick clubs give their members compulsory benefit, such as medical 
treatment, hospital treatment—including treatment in public tuberculosis 
establishments and lunatic asylums—cash benefits and aid to women 
in childbirth; and frequently, in addition, voluntary benefit such as 
dental benefit, medicine, home-nursing, and treatment in convalescent 


homes. 
The means necessary for giving these benefits are procured, in the 


first place, through the contributions of the members of the sick club. | 


The amount of the contributions depends on the extent of the relief 


to be extended by the club and on the amount of cash benefit which | 


the members have ensured to themselves. The average contribution 


in 1925 was, for the whole country,’ Kr. 18°37, the amount contributed | 


to all sick clubs during the said year totalling 26} millions of kroner. 
In addition, the sick clubs receive a yearly State subvention of 3 kroner 
for each member and one-fourth of the expenditure of the club ; in 1925 
this subvention amounted to 12} millions of kroner. Finally, the clubs 
receive contributions from the municipalities, directly in cash, which, 
however, in 1925 amounted only to one million kroner, and also indirectly 
through the members being entitled to reduced charges in the public 
infirmaries, which are generally public property, and through the duty 
resting upon the municipalities to arrange for the conveyance of members 
of sick clubs to doctor or hospital. The value of these indirect contribu- 
tions cannot easily be put into figures. 

On the other hand, in contrast with the British system of compulsory 
Health Insurance, the Danish employers do not pay anything towards 
the member’s contribution to the sick club. 


1 In 1925 the average value of the Danish kroner was about rod, 
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I come now to the main question: How is this Health Insurance 
administered, with its yearly turn-over of 83 million kroner—i.e. an 
income of 42 millions and an expenditure of 41 millions of kroner—of 
which the items: cash benefit amounts to 62, treatment in hospital to 
6}, medical attendance to 16, and medicine to 4 millions respectively ? 
The distinctive feature of the administration is the most conspicuous 
part played by the Committees of the Sick Clubs, i.e. laymen without 
any special administrative training. These committees, freely chosen at 
the general meeting of each club, generally consist of from five to seven 
members. The club is administered by the committee, who take care 
that the contributions of the members are paid and, in accordance with 
the provisions of the rules of the club, decide in each case whether a 
member is entitled to relief from the fund, and, if so, which relief he 
can claim. 

Of course, this decision must essentially be based on the medical 
declaration : whether hospital treatment is necessary, whether medicine 
should be granted, and, if so, which medicine, whether treatment in 
convalescent home should be allowed, and whether the member is unable 
to work owing to disease and, consequently, is entitled to cash benefit. 
There are, however, many questions in which the committee must reach 
decisions based on their own judgment, e.g. in questions of cash benefit 
to a member, where it must be proved not only that the member is 
unable to work, but also that the illness involves loss of income to the 
member, which, though being conditional upon cash benefit, is no medical 
question. Consequently, it will be seen that, contrary, as far as I know, 
to English rules, the committee of the club has not only to pay relief 
in cash to the member, but also to decide which measures should be 
taken in order to have the member cured. Finally, the committee, 
being responsible for the funds of the club, shall take care that there is 
a proper balance between the income and the expenditure of the club, 
and also that the funds of the club are properly invested. 

The committee of the sick club may be considered as the first stage 
in the administration, the next one being the county organization of the 
sick clubs to be found in each county of Denmark. 

These organizations look after the common interests of the clubs 
in their relations with doctors, dentists, etc., and have a system of 
re-insurance of expenses in connection with tuberculars and lunatics, 
which being high might otherwise bear too heavily on the budget of 
the individual club ; special convalescent homes are also in a number of 
cases carried on by the county committee. 

Finally, these organizations are joined together into one Union 
covering the whole country, its object being to look after the common 
interests of the sick clubs in their relations with Government and 
Parliament. The most important task of this union is probably that 
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of conducting all necessary negotiations regarding conditions to be 
observed in all agreements made between sick clubs and doctors. 

A sick club inspector acts on behalf of Government as visiting in- 
spector of these clubs. He has to approve the rules and subsequent 
amendments to them and to see that they are complied with, to ensure 
the careful administration of the funds and to audit their accounts. 

This inspector, however, is looked upon by the committees of sick 
clubs not only as their controlling authority, but also as their trusted 
adviser—one whom they may consult on all difficult questions which 
come before them. There exists also a very close co-operation between 
the inspector and the ordinary member of the sick clubs, who frequently 
applies to him, if they believe that they have not been properly dealt 
with by the club. 

The co-operation between the inspector and the sick clubs goes on 
partly through correspondence from day to day, and partly at yearly 
meetings all over the country. These meetings undoubtedly have been, 
and still are, of great importance in the development of the Health 
Insurance and in promoting that co-operation of the central admini- 
strative authorities and the committees of the sick clubs of which I have 
spoken. This co-operation is also carried on through the so-called 
“‘ Sygekassenavn’’ (Club Board), consisting of eleven members chosen 
by the sick clubs and having the inspector as chairman. The object 
of the Board is to act as a consultative council to Government and 
to see that the sick club system as a whole works favourably. Finally, 


a most important task has been laid upon the Board, i.e. to frame 


rules for the transfer of members from one sick club to another. These 
rules, which enable any member, particularly where the member has 
moved from one district of Denmark to another, to transfer his rights 
as a member of a sick club, have been of great importance. They have 
been the instrument by means of which the several sick clubs have been 
welded into one institution comprising the whole country. 

The supreme authority in the administration of the sick clubs is 
the Ministry of Health, by whom the general administrative provisions 
are issued, e.g. as to what in the case of sick clubs is covered by the 
word “‘ medicine,’ etc. Decisions of the Sick Club Inspector may be 
appealed to the Ministry, although this right is seldom made use of. 


Having now done with ordinary Health Insurance I pass to Invalidity 
Insurance. 

In the year 1921, when chronic invalids were admitted to relief from 
the sick clubs, Invalidity Insurance was also introduced. 

This insurance is something between a compulsory and a voluntary 
insurance. The sick clubs are bound to insure their members against 
invalidity, and in that sense insurance is compulsory ; but, as membership 
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Administrative Aspects of Social Insurance 


of a sick club is voluntary, the Invalidity Insurance may also be character- 
ized as voluntary. 

The benefits of the insurance consist of a yearly cash benefit of 800 
kroner, and of certain measures taken to cure such persons or those 
threatened with invalidity. This benefit of 800 kroner is subject to 
the capacity for work of the person in question being reduced to one-third 
or less of the normal. On the other hand, it is immaterial whether his 
reduced capacity is due to sickness or to an accident. 

The income of the insurance is in the first place obtained from 
premiums paid by the insured; generally, the premium is Kr. 5°40 
yearly, increasing, however, in proportion to the age of the person when 
the insurance is effected. In 1925 the total amount of the premiums 
was about 7 million kroner. In addition, employers pay a yearly con- 
tribution of Kr. 5°40 for each worker employed by him all the year round 
and whom he is bound to keep insured against accidents whether or not 
the workman has insured himself against invalidity. The total income 
derived from this contribution amounted, in 1925, to 44 millions of kroner. 
The balance of the expenditure is paid half by the Government and half 
by the municipalities, their share amounting in 1925 to 9} millions of 
kroner. 

In 1921, when this insurance was carried through, two administrative 
institutions comprising the whole country were created. 

One of them, the Invalidity Insurance Fund, is actually the central 
administrative organ. It receives the premiums collected and ad- 
ministers the income of the insurance; it receives applications for 
invalidity annuity and examines whether the applicant fulfils the 
general requirements for obtaining that annuity—e.g. whether he is 
a native of Denmark, and whether he has been a member of a sick club 
for one year—moreover, the administrators of the fund require to satisfy 
themselves whether his invalidity is of such a nature that he should be 
given curative treatment; finally, it issues orders for payment of 
annuities and decides whether an annuity granted should be stopped, 
because the capacity for work of the invalid in question has increased. 

The second central organ, the Invalidity Insurance Court, con- 
sisting of representatives of clubs, doctors and employers, has as its 
principal business to decide the question of whether an applicant’s 
capacity for work has been reduced to one-third or under. In addition, 
certain decisions made by the Invalidity Insurance Fund may be 
appealed to this court: 

While these central administrative organs were being created, however, 
the need for local organs was not forgotten. The result was that the 
committees of the approved sick clubs were selected; here was an 
administrative organ already existing and minutely formed, which, 
occupied in Health Insurance, had attained some administrative training. 
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Moreover, a very cheap administration of the insurance and one pro- 
viding automatically for the necessary co-operation between the In- 
validity Insurance and the Health Insurance in its day to day operations 
was secured. ; 

Consequently, sick clubs became the local administrative organs of 
Invalidity Insurance. They collect the invalidity premiums from the 
insured together with the contributions to the Health Insurance ; they 
receive the applications of the insured for annuity and send them on to 
the Invalidity Insurance Fund, and under the orders received from that 
fund they pay annuities to those found entitled to such benefit ; finally, 
they control most exactly the annuitants and take care that all curative 
measures resolved by the Invalidity Insurance Fund are put into 
practice. 

As in the case of sickness insurance, the Ministry of Health is the 
supreme administrative authority responsible for the issue of general 
rules. On the other hand, the Ministry acts but a little as a court of 
appeal; thus no appeal to the Ministry lies from the decisions of the 
Invalidity Insurance Court. 


In considering how far this Danish experiment in providing sickness 
insurance through the machinery of voluntary clubs has been adminis- 
tratively successful, it should be remembered there are many difficulties 
inherent in a compulsory system which do not arise in the Danish system 
of voluntary sick clubs, 

Thus, though it may be said that the committees of the sick clubs 
have interpreted the rules in force a little more freely than a trained 
administration would think justified, it is generally agreed in Denmark 
that as administrative organs the committees of the sick clubs have 
given perfect satisfaction in their working. This tendency of the 
committees to act too freely according to their discretion, has, wherever 
necessary, been corrected in the most friendly way by the controlling 
authority, without prejudice to the essential features of the system. 
On the other hand, the committees of the sick clubs are less exposed 
to the dangers of bureaucratic methods than would be a body of trained 
administrators. 

Quite apart from the fact that the watchful interest taken in the 
affairs of the clubs by their members has generally provided a sufficient 
safeguard against favouritism in the administration of benefits, I feel 
convinced that, among the public at large, love of justice is so widespread 
that the committees of sick clubs will always endeavour to the best 
of their abilities to deal in the same way with all their members. 

This administration is further characterized by its inexpensiveness. 
Thus the cost of administration of the sick clubs does not even amount 
to Io per cent. of their income, and the sick clubs receive only 5 per 
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Administrative Aspects of Social Insurance 


cent. of the premiums collected for the administration of the Invalidity 
Insurance. That the administration can be carried through so cheaply 
is attributable to the fact that membership of a committee of a sick 
club is considered mainly as a position of trust, the remuneration received 
being only trifling in amount. 

Membership of a sick club committee is, on general grounds, of 
great importance to society, it provides a training in administration to 
a wider circle of our people than would otherwise be possible. The 
sick club committee has proved itself to be an excellent preparatory 
school to many who have been entrusted later with highly responsible 
legislative and administrative work. 

Unemployment Insurance——The Danish system of Unemployment 
Insurance is, in several points, analogous to that governing Health 
Insurance ; here also the work is performed through self-governing clubs 
receiving public subventions, and consequently controlled by Govern- 
ment and bound to submit to the provisions of the law in question. 

As in case of Health Insurance, the insurance now to be described is 
a voluntary insurance, and certainly, from a legal point of view, the 
system is voluntary ; but, in fact, it is compulsory, as by far the greater 
part of the working classes in Denmark are organized in trade unions. 

Even in ancient times there were unemployment clubs covering 
certain trades, but only in 1907 did the Legislature commence to deal 
with this insurance. Later on a number of new Acts were promulgated. 
Denmark has, in fact, experienced the same development as England, 
where unemployment legislation is constantly being amended. There 
are now 67 Approved Unemployment Clubs, which practically cover 
the whole country, each of them having a very considerable number of 
local branches. The total number of members is 265,000, and as the total 
number of wage workers within the corresponding trades is calculated 
at about 300,000, it will be seen that by far the greater part of the working 
classes in Denmark subject to periods of unemployment are insured 
against unemployment. 

The benefits given by the clubs consist of a daily financial relief, the 
amount of which varies from club to club, and also a cash relief to members 
travelling round in search of work. 

The income of the insurance is in the first place obtained from con- 
tributions paid by the members. These contributions, which in the 
year 1924-25 amounted to between 11 and 12 million kroner, vary 
greatly from club to club in proportion to the unemployment risk 
of the different trades. Furthermore, the clubs obtain State sub- 
ventions now calculated at 35 per cent. of the members’ contributions." 
In the year 1924-25, when the State subvention was calculated 


1 For particulars of these charges see The Ministry of Labour Gazette, May, 1924, 
page 160.—Ep1rTor. 
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on the basis of 50 per cent. of the members’ contributions during 
the preceding year, the total amount of the subvention was more 
than 6 million kroner ; and, finally, they obtain contributions from the 
municipalities, now calculated on the basis of 30 per cent. of the members’ 
subscriptions during the preceding year, which in 1924-25, when the 
municipalities contributed on the basis of 33} per cent. of the members’ 
subscriptions during the preceding year, amounted to between 4 and 
5 million kroner. But no contribution to the insurance is paid by the 
employers. 

This administration is, in most points, analogous to that of Health 
Insurance, in its daily work it rests on the committee of the individual 
unemployment club. This committee collects from the members the 
contributions required and, on the basis of the provisions of the rules, 
decides all questions of benefits to be given to the members. It must 
thus decide on the attitude to be taken to the often most difficult question, 
whether the requirements for obtaining benefit are fulfilled, e.g. whether 
the person insured has had good reason to cease his work or has been 
warranted in refusing to take a certain job. Generally, no certificate 
issued by the employer to show the reason why the work was ceased 
is produced. Furthermore, the club controls the unemployed in the same 
way as is the case in England, with the one exception that in Denmark 
we have not made use of an endorsement by the employer on a card as 
a link in the system of control. 

Finally, the unemployment club, together with the public employ- 
ment offices, have charge of the placing of men in employment necessarily 
connected with an unemployment insurance. 

The next administrative authority is the Director of Labour. It is 
his duty to approve the rules of the clubs, to see that these rules are 
complied with, to see that the funds are properly administered, and, 
upon the whole, to exercise on behalf of Government a general surveillance 
of the clubs. Besides, he shall in each case give the committee any 
guidance it may need. The intercourse between the Director and the 
clubs is conducted partly through correspondence or verbal discussion 
from day to day, and partly through a yearly meeting with the trusted 
men of the clubs, which he is ordered by law to hold. 

There is, however, one considerable difference between the position 
of the Director of Labour and that of the Sick Clubs’ Inspector—the 
Director is only to a very small extent entitled to decide upon complaints 
from the insured as to the way in which benefits are paid by the clubs. 
In this connection, the law has created a special institution, the Labour 
Board, which is, in several respects, analogous to the Sick Club Board 
already mentioned. This Board consists of representatives of the 
unemployment clubs and of the two chambers of Parliament, the 
Director acting as chairman. The Board decides upon all complaints 
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Administrative Aspects of Social Insurance 


of a club having refused to give benefit, or, as the case may be, having 
paid benefit in a case where this should not have been done. More- 
over, the Board sees that the clubs give full satisfaction to the insurance 
as a whole and, upon the whole, acts as a common connecting link between 
the clubs. Thus the law provides that it shall frame rules of transfer 
of members from one club to another. 

Finally, the supreme administrative authority is the Ministry of 
Interior, who issue the general administrative rules for the insurance 
and, in addition, act as a Court of Appeal as to decisions of the Board 
concerning the right of insured to benefit. The decisions of the Ministry 
on such questions are final and cannot be carried to the courts. 


Administrative Rules.—It is quite natural that where—as is the case 
in Denmark—the administration of Social Insurance is to a great extent 
based on administration by committees with no particular training, 
administrative rules, as Mr. Bell so strongly emphasizes, should be as 
simple as possible. In this respect, the central administration has a very 
difficult task, and the difficulties increase as the central administration 
is removed from work in the field. There is no doubt that the central 
organs should pay careful attention to this, The Danish Social Ministries 
have endeavoured to meet the danger partly through a number of 
officials belonging to the Ministry’s staff doing service in the mornings 
in one of the “ social institutions’? subject to the Ministry, partly 
through the staff of the Ministry, as far as possible, attending meetings 
held all over the country, so that they do not only see the inanimate 
documents on their writing tables, but also get in closer touch with the 
matters dealt with by Social Insurance. 


What I have said about the administration of sick clubs generally 
applies also to that of the unemployment clubs. As far as I can see, it 
is beyond all doubt that they, too, have performed their task in a way 
satisfactory to the insured and to the community. This, however, has 
not prevented criticism of their administration ; in fact, there are always 
plenty of people who, though understanding but little of the causes of 
unemployment and of the tragic fate of the unemployed, are always 
ready to pass their criticism—perhaps less well-founded—on the relief to 
the unemployed. This phenomenon has appeared in Denmark too, 
but I feel fully convinced that, far from endeavouring to distribute 
benefits to the “‘ just and the unjust,’”’ the committees of the unemploy- 
ment clubs have made a point of guarding the clubs against unjustified 
claims for benefits. 








The Respective Spheres of Public 
Authorities and Voluntary Organiza- 
tions in the Administration of Social 
Services 


By PARKER Morris, LL.B. 
Town Clerk of Chesterfield 


OCIAL is derived from “ socius,’’ which means an ally, friend, or 
companion, and social is defined as “living in companies—not 
practising the solitary life—concerned with the mutual relations of men.” 
We may, therefore, say that Social Services are the services which a 
community provides for its own members and to which the members of a 
community are entitled, to a greater or less degree, by reason of belonging 
to that community.! The Social Services that are provided to-day differ 
radically in their nature, their extent, and the people they serve. Many 
deal with public health, others with education, others with industry. 
Some are a direct result of the War, others of poverty. Some affect the 
bulk of the population, others only a small section. Some are concerned 
with the youth of the country and others with the aged. Some must be 
permanent whilst others are temporary or spasmodic. 

If we were to trace the growth of each of these Social Services 
separately, we should be in a position to show what have been as well as 
what are to-day the respective shares of the Voluntary Organizations and 
Public Bodies in each service. Time and space will not permit of research 
on such a scale, so I must endeavour to show what have usually been the 
spheres of administration undertaken by the two types of body and from 
that draw a few general conclusions. 


THE BASIC PRINCIPLES OF DEVELOPMENT 


The course which has almost invariably been followed in this country 
has been that of natural evolution, which is so typical of everything 
English. Each Service has been allowed to grow independently. The 


" 1 A list of the more important social services of to-day is given in the Appendix to this 
aper. 
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The Administration of Social Services 


immediate want has been met, but no comprehensive, scientific, or logical 
scheme has been prepared for the development of the service or for the 
co-ordination of the scheme in the most efficient and economical manner 
with the existing services. There are many disadvantages in such a 
system, but there are also many advantages, and it is doubtful if a more 
suitable system could be devised for this country. 


THE PIONEER AND PROPAGANDA WoRK’ 


The pioneer and propaganda work for most, if not all, the important 
social services in this country has been carried out by individual initiative 
and voluntary effort. It was the British and the National Societies which 
in the early nineteenth century convinced the public of the necessity for 
universal elementary education and established the first elementary 
schools. The Friendly Societies, which date back to the seventeenth 
century and were formed amongst the poorer classes with a view to 
providing aid for their members in emergencies arising from sickness, 
death, and other causes of distress, were the forerunners of the great 
National Health Insurance Scheme introduced in 1911. The Trade 
Unions, of which it was written in 1860 that ‘‘ The simplest universal 
function of trade societies is the enabling of the workman to maintain 
himself while casually out of employment or travelling in search of it,” 
first introduced Unemployment Insurance, uncertain though the form 
of it was. It was Sir Edwin Chadwick, Lord Shaftesbury, and other 
reformers, and the Voluntary Housing Associations, founded in 1797 
and later years, to seek improvement of the degrading housing conditions 
of the working classes which followed the Industrial Revolution, which 
have given the lead to better housing and have secured the passing of 
much of the housing legislation of this country. The welfare of the blind 
is still largely left to voluntary bodies, and Hospitals (except for Infectious 
Diseases, Tuberculosis Sanatoria, and Poor Law Infirmaries) are almost 
entirely administered by voluntary effort to-day. 

Individual people and voluntary bodies have done the pioneer work 
and, it would seem, must continue to do it, for pioneer work can only 
be carried out by one mind or by bodies of people of one mind and in 
advance of public opinion and legislation. Only persons who are believers 
in the aims of the service can possess the enthusiasm necessary to persuade 
others of its value, and only persons who have carried out the pioneer 
work can speak with the authority and experience that is necessary to 
convince the public of the need for extending it. 

A public body, consisting of elected or selected representatives of 
various interests and classes, is seldom of one mind, and is liable to violent 


1 Report of National Association for the Promotion of Social Science on Trade Societies 
and Strikes, 1860. 
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changes in its constitution and to consequent changes of policy. It 
cannot, moreover, spend money until authorized by Parliament, and its 
policy must follow rather than anticipate public opinion. A Local 
Authority, though it can and will rapidly develop a service which it has 
once undertaken, will seldom, if ever, initiate a service that has not been 
pioneered by others. Moreover, Local Authorities are often loth to 
extend services which are a charge on the rates and are usually only 
induced to do so by lavish grants from the National Exchequer. 


ASSISTANCE—REPLACEMENT—CO0-OPERATION 


As soon as public opinion is convinced of the necessity for affording | 


public support for the service (and experiment and propaganda will 


usually in time ensure public approval for any valuable social service) | 


there would seem to be three main alternative divisions of the administra- 
tion of the service :— 

(2) The Public Authority may assist the Voluntary Association, 
usually financially but sometimes by other means, to continue their 
service and to extend it, without taking an active part in the administra- 
tion, beyond exercising supervision commensurate with the financial 
and other interests of the public. ; 

(0) The Public Authority may absorb the Voluntary Service entirely 
or replace it by a new service administered wholly by the Public Body. 

(c) The Public Authority may collaborate with the Voluntary 
Association and carry on the service by joint action of the Voluntary 
Bodies and the Public Body. 

The principles which in the past have been followed by Parliament 


and Local Authorities have varied considerably, and it would be possible | 


to quote exceptions to any principles which one might suggest as having 


been acted upon, so I propose to suggest a few principles, some of | 
which have and some of which have not been generally followed in the | 
past in settling the respective spheres of Public Authorities and Voluntary | 


Associations in the administration of Social Services, and which appear 
to me to besound. The subject is, however, very controversial, and my 
views are stated with much submission. 

If the Voluntary Body is carrying out the Service efficiently and making 
all reasonable developments there is no reason why a public body should 
interfere or compete with it, but with their limited resources it is seldom 
that Voluntary Associations can develop the services which they have 
initiated as rapidly and as extensively as a progressive community 
demands. Moreover, it is usually the Voluntary Associations which 
plead for public support. They may ask for support only and may not 
desire their work to be taken over by a Public Authority, but, when the 
stage has arrived for the community to take a share of the responsibility 
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The Administration of Social Services 


for the service, the Public Body must necessarily, both as custodians of 
the public purse and as responsible for the welfare of the community, 
consider whether to assist the Voluntary Organizations to continue their 
work independently, whether to work jointly with them, or whether to 
replace them. 

Assistance.—Many Social Services require for success personal contact 
between sympathetic persons with their less fortunate brothers and sisters, 
and such services are to my mind best administered by Voluntary Bodies. 
For example, the service of assisting discharged prisoners requires personal 
contact between people keenly interested in humanity and the men who 
have left prison. Every case is different, considerable risks must be 
undertaken and many mistakes will be made. Personal friendship is 
necessary to help the man to rebuild his life, and personal influence with 
employers of labour is required to get the man the opportunity to work. 

Again, Lads’ Clubs and Girls’ Clubs and the Boy Scouts and Girl Guides 
Associations depend largely for their success upon the intimate association 
of the more fortunately placed members of society with the working classes. 
The spirit behind the Club or the Troop, and the close friendship between 
the helpers and the members is the real force that builds up the unit. 

A further illustration of the type of service that might with advantage 
be left to individual effort or voluntary organization supported financially 
by public money is the Information Bureau which the Inter-Departmental 
Committee on Public Assistance Administration | recommended should 
be established by Local Councils of Social Service. 

State resources can produce buildings finer than any erected by 
voluntary subscriptions, but they cannot provide that intimate association 
between man and man that is behind the Voluntary Clubs of to-day. 
Many fine buildings have been erected by the Miners Welfare Committees 
appointed to administer the penny per ton levied in respect of coal under 
the Mining Industry Act, 1920, and their beneficial effect is no doubt 
tremendous, but to my mind they lack the personal influence which is 
behind the Clubs run by voluntary effort. On the other hand, help has 
been given by some Local Education Authorities to Voluntary Clubs since 
the Education Act, 1918, and it is submitted that this is the right course. 

State Schemes must almost necessarily provide for uniformity of 
treatment throughout the country, and schemes administered by Local 
Authorities must also bear much likeness to each other. Wherever, 
therefore, the service requires individuality of treatment the service will 
usually be best administered by Voluntary Associations. University 
Education is surely the better for it. Our great national universities 
of Oxford and Cambridge have been built up on that basis. So far the 
State has left the administration of Universities to Voluntary Associations, 

1 See Report of the Inter-Departmental Committee on Public Assistance Administra- 
tion, 1924, p. 64. 
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and supported them financially, and it would seem that, so long as 
Voluntary Associations, assisted with public money, can efficiently and 
economically maintain services requiring individuality of treatment, the 
share of the public should be limited to giving financial support. _ 
Absorption or Replacement.—If the Voluntary Organization is unable 
or unwilling to undertake the administration of the service, or if their 
organization is inefficient, or if the service would conflict with other 
interests of the Voluntary Association, the State cannot delegate the 


administration to it. Again, if the State has an organization which is | 
peculiarly fitted to undertake the service, or if the service necessitates | 


limitation of the freedom of the subject, then the administration should 
be in the hands of a public body. 

The principal Housing Reform Associations have been propaganda 
and experimental associations and could not undertake the work of clearing 
large slum areas or the erection of large numbers of new houses. So far 








| 


as they have been able to carry out such work the State has assisted | 


them, but it was obviously necessary for the State to delegate the bulk 
of the work to public bodies. 

It could hardly be suggested that because Trade Unions had instituted 
a system of Unemployment Insurance the administration of the 
national system of Unemployment Insurance should have been delegated 


to them. Moreover, the State already administered a cognate service, | 
the Labour Exchanges, which were particularly fitted to undertake the | 


new service. 

The need for restriction of public liberty in the administration of 
Hospitals for the treatment of infectious diseases and in the administration 
of Asylums has necessitated their administration being in the hands of a 
Public Body. 

Some Social Services aim at the subordination of private interests to 
the greater public interest, by regulation and supervision of private 
enterprise. In all such cases the regulations have of necessity been made 
by the State and the supervision to secure the effective observance of 
such regulations has been undertaken by a Public Authority. In the 
case of the Factory Laws, where stringent regulations have been made to 
ensure healthy and safe conditions of employment, the supervision has 
been undertaken by the State directly. In the case of the requirements 
which have been placed upon owners of property to secure sanitary 
conditions in dwelling-houses occupied by the working classes, the enforce- 
ment has been placed in the hands of the Local Authorities. 

It would hardly have been possible to have done otherwise. To be 
effective in some cases it is necessary that a right of entry should be given 
to persons over private property. Obviously it would not do to give 
private individuals or even Voluntary Associations such a right of entry 
as the persons making the inspection might use the information obtained 
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The Administration of Social Services 


for other purposes. Again, they might not be impartial. The service 
should, therefore, be carried out by independent officers controlled by a 
public body. 

Co-operation.—The valuable assistance which a pioneer body can give 
to a Public Authority should obviously be made use of, but as the financial 
responsibility of the State increases, the State’s share in administration 
should increase and, subject to the special considerations of personal 
service and individuality of treatment, when the State comes to bear an 
overwhelming share of the cost, it should take over complete responsibility 
for the administration of the service. 

The Voluntary Association’s principal object is to secure an efficient 
service, and if and when a Public Body is able to provide such a service 
it is submitted that the Voluntary Association can safely surrender the 
work to it, though they may well seek representation on the Public 
Authority. Moreover, the Public Authority can very usefully retain 
the assistance of voluntary helpers for work which requires a keen 
understanding of human nature, as has been done in the case of most of 
the Maternity and Child Welfare Clinics. The voluntary workers, who 
are usually found amongst the most enlightened section of the community, 
can then turn their attention to other spheres of work demanding attention 
which they will have no difficulty in finding. Moreover, when the State 
or other Public Authority has undertaken a service, however broad may 
be the basis of the scheme, there will sure to be “ gaps” which are not 
provided for. Here remains work for Voluntary Associations to under- 
take even when the service has been taken over by a Public Authority. 
They can also continue their propaganda with a view to the scheme being 
amended to close the “ gaps.”’ 

The example of Elementary Education shows what is to my mind 
the right course. Pioneered by voluntary effort, the State at first assisted 
with small financial grants, and their supervision consisted principally in 
the audit of the accounts relating to the public grants, and there was no 
inspection of the schools. As the grants were increased, the supervision 
was extended, and in 1839 the Government insisted on the right of 
continuous inspection of the schools and attached stringent conditions 
to the grants. In 1870, the State established School Boards to undertake 
the provision of schools side by side with the schools erected by the 
Voluntary Bodies. In 1902, the State after transferring the powers and 
duties of the School Boards to the Local Authorities made it the duty of 
the Local Authority to maintain all public elementary schools, subject 
to the Managers of the Voluntary Schools maintaining in good repair 
and condition the school buildings. The financial obligations of the 
Voluntary Bodies are now trifling compared with those of the Local 
Authorities, and it cannot be long before the State takes over full respon- 
sibility for the administration of elementary education, leaving the 
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Voluntary Bodies to be responsible for religious education of a denomina- 
tional character. 


CO-ORDINATION 


Whatever be the division of the administration that may be decided 
upon, co-ordination will still be required between the bodies responsible 
for the service and bodies administering other Social Services. To-day 
there is a serious lack of co-ordination between Public Authorities and 
Voiuntary Associations. To overcome this, a universal system of 
compulsory registration of all forms of public assistance was suggested 
to the Inter-Departmental Committee on Public Assistance,’ but was 
disapproved by them as not worth the enormous expense involved. That 
Committee did, however, suggest that partial registration should be 
adopted and that further co-ordination should be effected by the establish- 
ment of Local Councils of Social Service consisting of representatives of 
Voluntary Associations and honorary members of the Statutory Bodies 
administering public social services. 

The value of such a Council has been proved in Chesterfield where, 
in 1923, at the instance of the Corporation, many of the Voluntary Bodies 
responsible for various social services, including the Visiting Nursing 
Service and the Relief of Distress not falling within the province of any 
statutory body, were amalgamated and a Committee consisting of 
members of the Town Council, persons interested in social work, and 
representatives of most Voluntary Bodies in the town was formed (inter 
alia) to co-ordinate all Social Services including as far as possible services 
carried out both by public authorities and by voluntary bodies. The 
Corporation pay the cost of the administrative staff, who have been 
thoroughly trained in social work, and the office expenditure, and the 
whole of the remainder of the expenditure is met by voluntary subscrip- 
tions, fees for membership of the Nursing Service Provident Fund, etc, 
This close co-operation between the Public Authorities and the Voluntary 
Associations has been of great value in co-ordinating all social services 
in the town, 


CONCLUSIONS 


To sum up, I make the following submissions, namely :— 

(t) Pioneer and propaganda work must of necessity be undertaken 
by individuals and Voluntary Bodies. 

(2) (a) Where personal service or individuality or variety of treatment 
is of the utmost importance, the service is best administered by voluntary 
bodies supported financially by the State with the minimum of supervision. 

(b) If the Voluntary Association cannot administer the service 
efficiently, or if the service can be administered exceptionally conveniently 


1 See Report of Inter-Departmental Committee, p. 64. 
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The Administration of Social Services 


by an existing public authority, or if the service requires a limitation of 
the freedom of the subject, the State should undertake the administration 
of the service. Social Services which entail the supervision or inspection ( 
over private property should also be entirely undertaken by a public 
authority. 
(c) In other cases if the Voluntary Association is efficient and can 
render valuable assistance to the Public Authority in administering the 
service, the Public Authority should at first assist the Voluntary Associa- 
tion with money grants, and as the grants increase the responsibility of 
the Public Authority for the administration should increase and, when the 
Public Authority undertakes an overwhelming share of the financial 
responsibility and shows that it is fully capable of developing the service, 
the Voluntary Association should retire from the administration of the 
service (except so far as may be necessary to fill “ gaps’ in the public 
scheme) leaving itself free to pioneer and initiate further social services. 
(3) Co-ordination of social services should be sought between Public 
Authorities and Voluntary Associations by the establishment locally 
of Voluntary Bodies representative of all Voluntary Associations and 
Public Authorities. 


APPENDIX 


List OF THE MorE IMPoRTANT SOCIAL SERVICES PROVIDED IN ENGLAND To-pay 1 


(i) Public Health. 
(2) Hospitals, including Hospitals for Infectious Diseases, and Tuberculosis 
Sanatoria. 
(6) Health Insurance. 
(c) Nursing. 
(d) Maternity and Child Welfare. 
(e) Housing Inspection. 
(f) Mental Deficiency. 
(g) Welfare of the Blind. 


(ii) Education. 
(a) Elementary and Higher Education. 
(b) School Medical Service. 
(c) Reformatory and Industrial Schools. 
(ad) Public Libraries. 


(iii) Industry and Employment. 
(2) Labour Exchanges. 
(b) Unemployment Insurance. 
(c) Factory and Workshop inspection. 
(2) Regulation of Child Employment. 
(e) Regulation of Wages. 
(f) Workmen’s Compensation. 


1 This list has largely been compiled from the ‘‘ Handbook of Public Social Services,” 
published by the National Council of Social Service. 
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(iv) Pensions. 
(a) Widows’, Children’s, and Old Age Pensions. 
(b) Great War Pensions. 


(v) Administration of Justice. 
(a2) The Law Courts. 
(b) The Police Force and Prisons. 
(c) Retreats for Inebriates. 


(vi) Social. 
(a) Settlements and Clubs. 
(b) Boy Scouts, Girl Guides, etc. 
(c) Orphanages. 

(vii) Relief of Distress. 


(a) The Poor Law. 
(6) Voluntary Relief. 























The Respective Spheres of Public 
Authorities and Voluntary Organiza- 


tions in the Administration of Social 
Services . 


By Captain L. F. E.tis 
Secretary, National Council of Social Service (inc.) 


F we are to discuss the respective spheres of Public Authorities and 

voluntary organizations we should first agree what are the essential 

characteristics of each. We may then agree upon a principle upon which 
their labours should be divided. 

I suggest that the essential characteristics of voluntary service may 

be stated summarily as follows :— 

(1) It is born of conviction and sustained by enthusiasm. 

Before anything can be done by voluntary effort, some one, 
and ere long some group of people, must so firmly believe that 
it needs doing that they will give up time and money for its 
accomplishment. 

(2) It is free from all restraint and can adventure in new fields and 
explore untried methods without the sanction of Parliament 
or any other authority. It is missionary in character, for it 
can live only by persuading others of its belief. 

(3) It is therefore individual in essence, and is seen at its best when it 
deals with individuals in an individual way. 

(4) But it has the defects of its qualities. It is inevitably sporadic, 
unequal in quality and unstable ; and it suffers commonly from 
inadequate equipment. 

On the other hand, it seems to me true to say of the statutory service 

that— 

(1) It is born of authority and sustained by law. The individual 
must accept it and must subscribe to its maintenance and submit 
to its conditions, not from conviction but because he has no 
option in the matter. 
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(2) It is conditioned by statute and regulations and can be adjusted 
to individual circumstances only within prescribed limits. 

(3) It is therefore communal in essence and is at its best in supplying 
needs that are common to the whole community. 

(4) But it is strong just where voluntary action is weak—in that it can 
be systematic, even in quality and permanent (and these are 
great virtues), and it is, or may be, well equipped. 

As generalizations (which are seldom wholly true) I hope that these 
contrasted characteristics will be agreed. If they are, then it will probably 
be agreed also— 

(1) that pioneer work—the discovery and trial of new forms of service 

—is peculiarly the sphere of voluntary effort ; 

(2) that services depending for their value on variety of personal 
treatment are more suitably left to voluntary effort as long as 
voluntary effort is able to provide them ; 

(3) that services which should be available to the whole community 
are essentially the sphere of Public Authorities. 

So far there will not, I think, be much room for debate. The occasion 
for debate arrives when we consider services which cannot properly be 
put into either of these three categories. 

There are a number of services which (i) require considerable freedom 
for variety of individual treatment, and (ii) should yet be available to 
the whole community. According to the theory advanced above they 
should fall within the spheres of both Public Authority and voluntary 
effort, and in practice the Public Authority and the voluntary organization 
often combine to provide such services; but there is constant debate 
as to the wisdom of this course, and room for marked difference of opinion 
as to the place of each partner in the combination. The decision must 
always be affected by particular circumstances, but it should be based 
on a principle suggested by what has been said above. 

Where voluntary agencies and statutory authorities combine to 
supply a social service their co-operation should be designed to secure the 
characteristics of both, i.e. the freedom and individual character of the 
voluntary body and something of the evenness and stability of the public 
authority. 

If a large measure of freedom cannot properly be allowed to the former 
the combination is undesirable, for once freedom is denied to voluntary 
effort its vitality declines and what was designed as a tonic wiil have a 
lowering effect. On the other hand, if the Public Authority cannot 
secure steady administration the combination is equally unsound. 

What the Public Authority should look for in such a combination is 
not labour at a low price, but enthusiasm which has no price. What 
voluntary organizations should look for is not ease but greater means of 


efficiency. 
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The Administration of Social Services 


There is a further aspect of this question which it may not be out of 
place to consider. 

In deciding how best social services may be provided we must have 
in mind the ultimate object for which they are designed—namely, to 
promote the social well-being of the community—and while we may be 
attracted by the possibility of extending public provision so that our 
services may be community-wide, we must not forget the limitations tu 
which such provision is inherently subject: mass production has its 
disadvantages in this field as well as in others. Neither by pensions nor 
police, by gifts nor restraints, can the social well-being of a single individual 
be secured without his co-operation. Good advice and Glaxo will not 
“build bonnie babies’ unless mother will take one and give baby the 
other. Compulsory powers are no key to the mass production of 
individual virtue. 

The community may submit passively to the multiplication of social 
services, but the individual citizen must make active good use of them if 
they are to be effective ; and you cannot compel this good use. Here 
you are dependent on voluntary action, and it is here that voluntary 
organizations offer your most effective instrument. Your best chance of 
arousing the interest of the uninterested citizen is to get him into contact 
with an interested group, to infect him with their enthusiasm. Therefore, 
I submit, the wise public authority will enlist the co-operation of all such 
groups, recognizing that social well-being is the common aim of both public 
and voluntary effort. 

Grant-aid may signalize combined effort in a few services, but there 
are far more in which the statutory authorities responsible for 
administering particular services, and the voluntary organizations whose 
work does or should contribute to their effectiveness, need only to be 
brought into systematic collaboration. 

The development of co-operation over the whole field of social service 
is a matter within the sphere of both public authorities and voluntary 
organizations. Its development offers the best line of approach to the 
individual citizen and a most hopeful method of instructing the public 
opinion by which, in the end, we are governed. 

It is fashionable just now to talk of “‘ gaps’ in connection with social 
services. The biggest and most harmful gap is that between the private 
citizen and the public authority, and it can best be bridged by the 
association of authorities with those voluntary groupings to which the 
private citizen is more readily inclined to give his allegiance. 














The Respective Spheres of Public 
Authonities and Voluntary Organiza- 
tions in the Administration of Social 
Services 


Relations between Public Authorities and Voluntary Organ- 
izations in Denmark in the Administration of Social 


Support 
By N. P. NIELSEN 


Barrister, Chief of the Poor Relief Department of the County Council of Copenhagen 


ie Denmark public support of the poor has been built up on centuries 
of practice by ecclesiastical and private secular institutions which 
among other purposes have had that of bringing relief to the unfortunate. 

Before the nineteenth century support of the poor was regarded more 
as a religious duty than a civil, and the support given had more the 
nature of alms than lawfully granted relief. Care of the needy was 
left almost exclusively to the clergy. 

The development of social services by the State has not dried up 
the resources of private charity in Denmark. These funds have been 
derived partly from legacies bequeathed for purposes of charity, and 
partly from gifts to the various institutions by individuals, or from public 
collections, such as the Children’s Relief Day, the Hoestblomst and the 
world famous Christmas Stamp collections. From these charities 
ordinary relief work is conducted, asylums and children’s homes are 
established, food and clothing are distributed, and holiday camps, 
sanatoria, hostels and working homes are established. And on hearing 
that about 1,000 charitable societies work in Denmark some idea will be 
gained of what is being done in the service of private philanthropy. 

On the whole these organizations work alone, without co-operation, 
and they often reveal a deplorable ignorance of the laws which they 
feel called upon to supplement. Before discussing this problem it will 
be well, however, to examine the sphere which the State has made 
its own. 
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The Administration of Social Services 


But first let me emphasize that the process of history has shown that 
the initiative in social service must come from private sources—it is 
here that the first steps must be taken. Not until a work has justified 
itself through its growth, not until it has been seen that a problem 
demands a rational solution, do the public authorities with their greater 
resources step in to carry it further. No matter how high a country’s 
social legislation may be, there will always be room for private initiative, 
partly because the limits for the duty of the public authorities must of 
necessity lie near the minimum of existence, and partly because life 
itself is richer than legislation can foresee. 

On the basis of the pioneer work of the Church and other private 
charities the State has built up its laws. By the Plan of 1799 Denmark 
secured a rational codification of public support in Copenhagen, and 
by the Regulation of 1803 and the Plan of 1810 for Poor Law support 
in the towns and country, the public authorities’ duty ‘to relieve or 
prevent real need ’’ was definitely recognized. 

From now on a service of public support was organized in Denmark 
and it is clearly evident from the regulations—for example, in paras. 
137 and 183 of the Plan of 1799—that it was intended, as in England, 
to put the direction of this support into the hands of the public authorities. 

In Denmark’s Constitution of the 8th June, 1866, para. 84, the duty 
of the public authorities was expressed as follows: ‘‘ He who cannot 
support himself or his and whose support does not rest upon any one else, 
is entitled to receive support from the public authorities, but must 
in return submit to the obligations herefor determined by law.” 

The provisions of the Constitution were lastly given direct expression 
in the Poor Law of 1891 and the duty of the public authorities comprise, 
as will be seen, all cases of need without regard to how need has arisen. 

As Poor Law relief proper, however, entails various restrictions in 
the recipient’s legal position as citizen, the newer legislation goes in the 
direction of providing relief in cases of need arising through no fault of 
the person in question, so that the receipt of relief does not affect the 
legal position of the person receiving support. The provisions of the 
Poor Law itself pointed in this direction, and the Old Age Pension 
Act, which was put into effect at the same time as the Poor Law and by 
which persons over sixty years of age fulfilling certain conditions could 
receive help from the public authorities without the effects of Poor Law 
relief, was a further step in this direction. 

The Poor Law of the 9th April, 1891, moreover, gives the Poor Law 
Guardians considerable freedom to carry out the provisions of the law 
within its limits, and the long span of years which lie between the emana- 
tion of the law and now has shown that municipal self-government 
has, as a rule, proved capable of combining true humanity toward needy 
fellow beings with a just understanding of the necessary limitations of 
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Poor Law relief, and in such a manner that the liberty of the supported 
was upheld to the greatest extent possible. 

The two afore-mentioned laws—the Poor Law and the Old Age 
Pension Act—were the first results of the strong forces that began to 
take action in the ’seventies and ’eighties, and since 1891 Denmark has 
received over forty different still valid laws which each in its field 
represents great progress. 

This fruitful legislation can be divided into three groups: 


(x) Protective Legislation ; 
(2) Insurance Legislation ; and 
(3) Legislation for Public Support. 


In Group (1) may be named : 


Apprentice, Servant and the so-called “ Polak ’’ Laws and Factory 
Legislation. 

Protective Council Law, that is, measures for the protection of 
criminal and neglected children and young persons. 

Alimentary Legislation (support of illegitimate children and 
unmarried mothers). 


In Group (2) : 


Sick Fund Law of 10/5, 1915. 

Accidental Insurance Law of 6/7, 1916. 
Workmen’s Compensation Act of 4/3, 1924. 
Invalid Insurance. 


In Group (3) : 


Old Age Pensions. 

Poor Law, also comprising provisions for chronic invalids, and 
treatment of the insane. 

Care of the Blind Law. 

Relief Fund Law. 

Act for support of widows’ children. 

Tuberculosis Law. 


The principles which at present govern the administration of public 
assistance in Denmark are well illustrated by the system of unemploy- 
ment insurance described by Mr. Dreyer this morning. Here the State 
readily renders necessary assistance to those workers who by becoming 
members of recognized clubs insure against the risk of unemployment, 
whilst for workers who for some reason or other are not members of 
such clubs, relief is given in a manner that places them in a somewhat 
less favourable position than those who in time have made provisions 
to receive support. 
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With regard to the latter class of workers, legislation provides that 
support shall be given after investigation in each case, and this means, of 
course, that in the granting of such support consideration must be 
taken of whether the persons in question are able to work and have the 
ability to lead a regular life and do regular work. 

When one views for the first time the whole field of social services 
conducted by the public authorities of Denmark, providing as they 
do against practically all the evil consequences of poverty, illness, un- 
employment and accidents during work, one would be inclined to believe 
that there was no room for private charity ; this, nevertheless, is far from 
being the case. But to obtain the best results from their efforts, those 
who administer the funds of voluntary charitable institutions must take 
all possible measures to avoid overlapping and waste. The first essential 
qualification for all those engaged in the field of social service is a com- 
prehensive knowledge of the services provided by others—particularly 
those provided by public authorities—and the principles which underlie 
those services. In the absence of such knowledge there is always the 
risk that help from private sources, though springing from the best of 
feelings and given with the noblest of purposes, may merely help to 
preserve and not to cure poverty and misery. Moreover, it is only by 
the exercise of such knowledge that private charity can fulfil its historic 
function—i.e. as the initiator of new services and the experimenter in 
new methods. 

It is also desirable that in its day to day work the efforts of the 
public authorities and the charitable institutions should co-operate 
wherever possible. One would have thought that persons directing 
private charitable institutions would be conscious of their obligations 
to those who give funds for the maintenance of those institutions and 
therefore would want to seek protection against misuse ; this, neverthe- 
less, is far from being the case. And whatever the reason may be, it 
has at any rate not yet been possible to bring about co-operation so 
that the one organization knows to whom the other gives support and 
so that there is control of what the various organizations do in order to 
give help. 

At various times this important question has come forward for dis- 
cussion and various attempts have been made to find a solution; but 
though there are signs of improvement in this matter, the goal is yet far 
from being reached. 

Some progress has been made, however, towards securing effective 
co-ordination of effort. For instance, Copenhagen’s Support and Relief 
Society (Koebenhavns Understoettelsesforening) is in itself the result 
of the amalgamation of a number of small societies, as is also another of 
Copenhagen’s largest charitable institutions, “The Affiliated Church 
Workers’ Societies ’? (De samvirkende Menighedsplejer). 
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On the initiative of the former society in particular, attempts have 
been made to find a rational solution and after long negotiations there 
was finally, in 1913, established a “‘ Central Office” (a joint information 
bureau). The most encouraging attempt to secure effective co-operation, 
however, was that made under the protection of Queen Alexandrine, in 
1914, when a “ Central Committee ’’ was formed in Copenhagen for the 
purpose of finding ways and means to give relief to the large number of 
people who suddenly found themselves without the means of existence 
owing to the outbreak of the war. There was then begun a work of 
intimate co-operation between the Copenhagen’s Relief and Support 
Society and the affiliated Church Workers’ Societies, which was success- 
fully continued to the complete satisfaction of all parties. This resulted 
in an agreement by which the two organizations practically divided the 
relief work between them along definite lines. ‘‘ The Queen’s Central 
Committee of 1914’ has lastly considered the establishment of a central 
organization, the purpose of which should be to receive information as 
to which persons are given help by communal and private, social and 
charitable institutions so as to make it possible for the institutions to 
learn in how far persons whom they themselves propose to support, in 
addition get help from other sources. 

In another and very important sphere there has been successful 
co-operation. In 1922 an agreement was reached between the Munici- 
pality of Copenhagen and practically all the private charitable institu- 
tions which work among the homeless in Copenhagen, under which 
a central office was established which has functioned admirably. But 
the successful solution of the problem is solely due to the fact that the 
public authorities have restricted themselves to appointing an official 
to the directorate of this central organization and that the latter limits 
itself to giving the benefit of its experience. No effort is made to 
interfere with the institution’s right to determine for itself to whom, 
or how, it shall give relief. 















- of 
ort 
ess- 
ted 
the 
tral 
tral 
1 as 
and 
s to 


sful 
1ici- 
itu- 
hich 
But 

the 
icial 
nits 
> to 
om, 











The Powers of Public Departments 
to make Rules having the Force of 


Law 


I. A RESOLUTION was passed by the House of Commons in the 

reign of George III that the powers of the Crown had increased, 
were increasing, and ought to be diminished. There seems to be a feeling 
in some quarters that the same kind of resolution is justified now, but 
directed to the powers of Government Departments to make rules and 
regulations with the force of law. 

There have been indications of the feeling in resolutions passed by 
some public bodies. Mr. Gwyer will no doubt refer to some utterances in 
the Courts. The man in the street would probably vote with both hands 
in favour of some such resolution, provided it were worded with sufficient 
vigour. 


By I. G. Grsson, C.B.E., D.Sc. 


2. What are the roots of the objection? No doubt, some feeling 
that there is too much government, some feeling that local autonomy 
should have freer scope (the subject of this Paper, however, is not local 
in contrast with central regulation), but principally the impression that 
regulations are being made by officials which should be made by 
Parliament, the old distrust of bureaucracy. 

The protests are not new; they have been voiced so long as I can 
remember. Nevertheless, regulations continue to increase, and show no 
likelihood of diminishing; and that by Parliamentary decisions. A 
situation with these contradictions is by no means unusual in our social 
development and can be paralleled from the past ; but it is well worth 
examining—and that is the purpose of this Paper, to elucidate the present 
conditions, without, of course, touching on any matters of political 
controversy. 


3. First, as to the nature of regulations or orders which are issued by 
Government Departments. 

Some of the orders are executive acts, just the giving of decisions which 
might equally well be made by letter, except that there may be good 
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reasons for more formality, such, for instance, is an order extending the 
borrowing powers of a Local Authority or an order extending specified 
urban powers to a rural district or even (though more doubtful from some 
points of view) an order, which may be subject to confirmation by Parlia- 
ment, for the compulsory acquisition of land. 

Other orders, however, are of the nature of minor legislation, creating 
new obligations and new penal offences, which is the matter that strikes 
most the legal mind and the general public ; and it is to this kind of order 
that objections are chiefly directed. 

Incidentally, it may be pointed out that Local Authorities have wide 
powers for making similar regulations, their bye-laws and the like ; that 
in this sphere also protests raise their heads from time to time ; and that 
these regulations also go on increasing and show no sign of diminution. 
It looks as though we are all in a general social drift, inherent in existing 
conditions, like the steady, even if erratic, movement of the seasons. 


4. What are the reasons for this growth of rules and regulations ? 
It may be observed that the powers are provided expressly by Parliament. 

The continuing extension of law, not only in quantity but also in 
quality, touching more closely the mechanism of social life ; the need 
that regulations, be they of statute or of departmental order, be more 
readily adapted to a world which has become far less stationary ; the 
desirability of close consultation with the interests principally concerned ; 
not least, the importance of not burdening Parliament, the controlling 
organ of the State, with masses of detail, not simply in order to avoid 
congestion but, more vital, so that the big issues on which control really 
depends may stand out clearly for decision—these are some of the 
conditions of which account has to be taken. 


5. It is necessary to appreciate fully the checks to which the powers 
of Government Departments are subject in this matter, and, though the 
impersonal term Government Department is used in this Paper, it is 
important to bear in mind that the responsibility is that of a definite 
Minister. A brief enumeration must suffice. 

(t) Regulations may be made only within the express limitations 
laid down in the relative Act of Parliament, and the provisions 
must be strictly, not loosely, applied. 

(2) Any regulation may be questioned in the ordinary Courts of Law 
as ultra vires, and a Department may be trusted not needlessly 
to run the risk of the sharp, though salutary, observations of 
learned Judges on departmental encroachments. 

There is a marked contrast between our practice and that 
of France and some other continental countries. In France, 
on the one hand, laws are in wide general terms, the details being 
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he filled in by governmental decrees, and on the other hand, 
ed whether a decree is or is not lawful, as other matters touching 
me governmental action, is decided, if questioned, not by the 
ia- ordinary Courts but by separate administrative tribunals. 

It is not enough to dismiss with just a shrug of the shoulders 
ng ) this very different system in a country equally democratic as 
ce5 our own, even though we may strongly prefer (as I do) our own 
ler practice. 

For a country at the other extreme where Parliament seeks 
ide to provide all, and little is left to be filled in by any Government 
rat Departments, we may turn to the States of the United States of 
vat America ; few, however, would hold up the results as a model, 
yn. but there are other reasons besides procedure to account for 
ing them. 

In this matter, as in so many others, our own practice takes 

a middle course. 
5? (3) Many regulations must have the express approval of Parliament 
nt. ? before they come into force. Other orders have to be laid on 
in the table of each House for a specified number of days before 
ed they come into effect, and may be questioned and rejected during 
ore this period. Other orders, though they come into force as soon 
the as made, have to be laid before each House. A number of 
d ; orders are not subject to this procedure, but it is now usual to 
ing provide one or other of these safeguards in all important matters. 
oid Some orders, which apply provisions to particular places, 
lly are wholly provisional (hence called Provisional Orders), have 
the to be embodied in a Bill, and this Bill has to pass through 

Parliament in the ordinary way. The system is modified in 

some cases so that (a) “‘ Special Orders ’’ may be issued, which 
ers require only confirming resolutions of each House, not a Bill 
the (but the new procedure of the House of Lords in these cases 
- is approximates to that in the case of a Provisional Order 
‘ite Bill), and (6) in the case of Provisional Orders, the right of 

objection is given to specified classes and, if objection is 
ons not maintained, the Order becomes effective, a useful and 
ons economical provision. These Provisional and Special Orders 

are, however, an alternative to legislation by Private Bill, not 
aw public statutes ; and need not detain us. 
sly (4) There remains what is the most important of all, the cog of the 
of whole machine, the responsibility of the Minister to Parliament 

a responsibility which can be brought home not only by the 
nat frontal attack of resolutions but by the very effective sniping 
ce, of questions, one of the most searching safeguards of Parlia- 
ing mentary control. 
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(5) Mention may be made of two other restraints, less formal but 
real none the less, for it is true that the spirit of government 
is what counts for most, even though, for surety, that spirit 
must be backed by some tangible sanction, to be used if occasion 
should require. 

The first restraint is that which makes iiendiconats 
endeavour to keep regulations within the intentions of Parlia- 
ment, and in accordance with principles decided by Parliament. 
To those with rooted distrust of Government Departments, this 
may seem a poor check, they do not think much of the assurance 
that the tiger is tame ; it is nevertheless a real restraint and, 
for the comfort of the doubting, it may be added that there is in 
fact effective sanction behind it. 

(6) The other restraint is the power of outside interests which are 
affected. These interests are becoming more organized, more 
vocal, and more powerful. It is increasingly the practice to 
consult them, and this is sometimes expressly required by the 
statute. Italy is not the only country where the growth of 
organized interests is affecting constitutional practice. 


6. It is sometimes urged that these safeguards are of slight value, that 
the departmental tiger easily breaks through to raid the flocks, that, 
even though departmental regulations have to be submitted to Parlia- 
ment, not much attention is paid to them, in the pressure of work and the 
absence of definite interest—a criticism, by the way, which would also 
apply if procedure were by the inclusion of all details in statutes. 

On the other side, it may be said that interests have usually been so 
thoroughly consulted before regulations are issued that objectors have 
already been convinced or satisfied (the travail of preparation is little 
seen) ; that interests can always make sure of a hearing, and the organiza- 
tion of interests is typical, and a need, of the period ; that cases have in 
fact occurred where regulations have been withdrawn because of objections 
in Parliament ; that this does not occur more frequently is due to the 
fact that definite responsibility to Parliament secures that its wishes are 
normally observed right from the outset ; and that this general responsi- 
bility to Parliament, added to the liability to be questioned at any time 
by any member, is an effective check on departmental action. 


7. Finally, a brief examination of the general position : 

(1) Whether it is possible to reduce the volume of law, or to make 
laws in more general terms leaving their application more to 
the discretion of constituted Authorities and the Courts, is 
outside the scope of this Paper. 

Outside its scope also is the big subject, which will probably 
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much intrigue future historians of the constitutional develop- 
ments of our time, of the measure in which in our typical 
British way of piecemeal innovation, the legislative machine, 
originally designed for much simpler conditions, is being 
adapted to a social organization which for good or ill claims 
far more regulation and expert service. 

(2) As to the likelihood of any substantial change by including more 
of the details of legislation in statutes, account has to be taken 
of the considerations already mentioned, the additional weight 
of business which would be thrown on Parliament, the risk 
that the important matters of wide import might be lost in 
a wilderness of detail, the frequent need of close consultation 
with affected interests in settling the minutiz of regulations, 
not least also, the indications of past experience with the 
growth of departmental regulations, despite theoretical 
objections. 

(3) If it be taken that no substantial change is likely in this respect, 
that there may even be a further increase of the present 
practice, the issue is whether there should be more representa- 
tive control of regulations and the like, and if so, to what 
extent andin what way. There appear to be two alternatives, 
the ministerial and the committee. 

(4) The ministerial is the road which this country has hitherto 
followed. It has been “‘ brought about . . . by a combina- 
tion of circumstances which no wisdom could have foreseen ”’ 
(Dicey, writing of the general system of ministerial responsi- 
bility). It has produced the characteristically British form 
of Parliamentary government, is fundamental to it, and has 
hitherto stood the strain remarkably well. 

(5) The other system, that of the Committee, is adopted in some 
countries for some purposes, and is far from being unknown 
here, because for various reasons it is the general system in 
local government. Theoretically there would not be difficulty 
in providing that regulations should be justified to a Parlia- 
mentary committee, but to do so would unquestionably be a 
departure from the prevailing ministerial system and might 
weaken ministerial responsibility. 

I must be content with stating the issues. To enter 
further on the tempting field of merits or demerits might 
carry me into controversies from which the Civil Servant 
must hold himself aloof. The first necessity is manifestly 
to know what is the present position, to understand how it 
has come about, and to appreciate clearly what are the 
essential issues. 
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to make Rules having the Force of 


Law 


> eee subject of this Paper is one well worthy of discussion at a 

gathering of those concerned with matters of public administration, 
and not least because, as recent criticisms show, it illustrates how difficult 
it often is for the three great instruments of government, the legislature, 
the judiciary, and the executive, to understand each other’s points of 
view. It is the business of Parliament to criticize the executive and the 
use made by the executive of the powers which Parliament has entrusted 
to it; but the rule-making power of the Departments has of late years 
been also the subject of strong comment on the part of the judiciary, 
though it is not always clear whether the criticism is on Parliament for 
conferring the power or on the Departments for exercising it. These 
comments and criticisms have found a ready echo in the Press, and it 
is not unfitting that civil servants and others who are engaged in the task 
of administration should, with that humility which always distinguishes 
them, take stock of the situation and consider whether and to what extent 
the criticisms are justified. 

I cannot doubt that they are primarily due to a healthy instinct 
which is deep-seated in the English character, that is, a firm belief that 
we are the best judges of what is good for ourselves and a strong objection 
to having our way of life regulated by others, however efficient or well- 
intentioned they may be. Englishmen as a whole would prefer to be ill- 
governed by themselves rather than well-governed by other people. They 
recognize and respect Acts of Parliament and, as electors, feel that they 
have had some personal, if remote, share in framing them ; but they do 
not, I think, feel that they have any such share, direct or indirect, in the 
framing of that mass of law generally known as the Statutory Rules and 
Orders. They do not, therefore, willingly give it their allegiance ; it is, 
they say, the work of that class of persons known to them as bureaucrats ; 
and they have convinced themselves not only that a great mass of this 
delegated legislation is wholly unnecessary, but also that it is designed 
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for the purpose of enabling the bureaucrats profitably to occupy their 
time and indulge a supposed passion for harassing the body politic. 

This instinct is, as I say, a healthy one, and a reaction against too much 
government is not only not surprising after the events of the war years 
and D.O.R.A., but is inherent in the genius of the race. The Englishman, 
having withstood monarchs to their face, has no mind to exchange King 
Log for King Stork. It is therefore worth while to examine the present 
state of the problem and especially the safeguards which exist against 
the unrestricted exercise of the rule-making power. 

In the first place it should be observed that the delegation by Parlia- 
ment of a rule-making power is no novelty. Mr. C. T.Carr,in his admirable 
little book on Delegated Legislation, quotes the preamble to a section in an 
Act of 1819 (59 Geo. III, c. 115, s. 4) as illustrating the early recognition 
by Parliament of the need for a more flexible instrument than a statute 
in certain matters of administration : 


“Whereas a strict adherence to the regulations established by law for the 
protection of the revenue in the manufacture of glass has been found by experience 
greatly to obstruct the preparation and selection of glass fitted for the purposes of 
optical instruments used in the sciences of astronomy and navigation, be it further 
enacted that it shall and may be lawful for the Lords Commissioners of His Majesty’s 
Treasury from time to time to alter the whole or any part of the said regulations 
and to prescribe such other conditions and securities as they may judge necessary 
and expedient for the better preparation and selection of glass adapted to the making 
of optical instruments.” 


Another very interesting example is to be found in the great Poor Law 
Act of 1834, which conferred upon the Poor Law Commissioners (whose 
powers were later transferred to the Local Government Board and are now 
exercised by the Minister of Health) the widest possible powers of making 
regulations for the purpose of carrying the Act into effect ; and up to the 
present day the whole of the Poor Law administration is substantially 
regulated in this manner. The legislation of 1834 was to a large extent 
a new experiment, and it was recognized by Parliament that a reasonable 
amount of elasticity was required for the purpose of framing and amending 
the necessary regulations, which would have been impossible to achieve 
if they had been stereotyped once and for all in an Act of Parliament. 

It is clear, too, that there are many subjects of legislation on which 
our knowledge increases from year to year, and here again some machinery 
for adapting the principles of the relevant statutes to novel conditions is 
desirable, provided that the principles themselves remain untouched. If 
Parliament has once enacted special safeguards for the sale of poisons, 
has declared that industrial diseases shall come within the scope of the 
Workmen’s Compensation Acts, or has made some central authority 
responsible for taking precautions in the case of the outbreak of epidemic 
or infectious disease, it is plainly reasonable that power should be given 
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without a fresh resort to legislation to vary or amend from time to time 
the list of poisons or industrial diseases, or to make regulations for the 
purpose of combating disease in accordance with the latest results of 
scientific inquiry ; and this is accordingly recognized in the Pharmacy 
Acts, the Workmen’s Compensation Acts, and the Public Health Acts. 
Nor again would it have been possible, having regard to the amount of 
time at the disposal of Parliament, apart from any other considerations, 
to embody in a statute the thousand and one details of the Insurance Acts 
machinery which are now to be found in the regulations issued from time 
to time by the Minister of Health. I suppose that at the present day the 
majority of the statutes passed in the year confer a power of making 
regulations or rules on some Department or other, and the bulk of the 
statutory rules and orders made in any given year far exceeds the bulk 
of the annual volume of statutes. The system is then an inevitable 
concomitant of modern legislation, and the more legislation concerns 
itself with the everyday life of the citizen the greater the number of 
statutory rules and orders is likely to be. Those who attack the latter 
should complain rather of the legislation which gives them birth, though 
it is not for me to say whether such complaints would be justified or not. 
I think no one would deny that for certain purposes and within certain 
limits the system of delegated legislation is not only extremely convenient 
but at times a necessity, and (with the same qualification) need offend no 
principle of English constitutional law. I have never, for example, heard 
any lawyer complain that the greater part of the procedure of the High 
Court is prescribed not by Act of Parliament, but by Rules of Court made 
by a Rules Committee under the control of the Lord Chancellor ; yet 
rules of procedure, as every lawyer knows, may profoundly affect the 
rights of the individual citizen when he seeks to enforce them in a Court of 
Law. As a result of this particular branch of delegated legislation, we 
have a code of procedure in England framed by experts and readily 
adaptable to changing circumstances, which has often been commended 
by foreign observers for those very reasons and contrasted favourably 
with systems which require the intervention of the legislature itself 
before any change can be made in them. But if it is reasonable that our 
code of legal procedure should be prescribed from time to time by the 
executive with the assistance of legal experts, may not a word be said also 
for entrusting the making of rules and regulations in appropriate circum- 
stances to the administrative Departments whose staffs are no less 
expert in their own particular spheres ? 

We are accustomed to speak of the delegated legislation of the Depart- 
ments ; but is not the phrase to some extent misleading? The exercise 
of the Department’s powers may assume a legislative form, as in the case 
of departmental regulations, but it is in truth the exercise of adminis- 
trative functions. It is Parliament which deliberates and legislates ; it 
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is the executive which administers, and there can be no greater mischief 
than confusion between the two. It is permissible to quote John Stuart 
Mill, who can scarcely be suspected of reactionary tendencies :—‘‘ I must 
direct attention,’’ he said in a debate in Parliament in 1868 (Hansard, 
3rd ser. cxvili, 1731), “‘ to a principle of great importance. The value of 
a popular administrative body ’”’ (he was speaking at the moment of 
local authorities)—“ I might say of any popular body—is measured by the 
value of the permanent officers. When a popular body knows what it is 
fit for and what it is unfit for, it will more and more understand that it is 
not its business to administer, but that it is its business to see that the 
administration is done by proper persons and to keep them to their duties.” 
And Parliament, I would venture to say, can more usefully and profitably 
employ its time, already mortgaged to the hilt, than in settling details 
which properly fall within the administrative sphere ; and having once 
decided, for example, that mechanical vehicles should be registered or 
that particular articles of food should attain a certain standard of purity, 
can safely leave to the Minister of Transport the duty of prescribing the 
size of the lettering on the number-plate of a motor-car, and to the 
Minister of Health that of prescribing the maximum number of bacteria 
which are to be permitted in a cubic centimetre oi certified milk. In 
times of national emergency it is of course even more necessary to 
emphasize the distinction between the legislative and the administrative 
or executive functions ; and one of the keenest critics of departmental 
activities among His Majesty’s Judges has observed that a war cannot 
be carried on according to the principles of Magna Carta. And though 
in ordinary times the precise line of demarcation may not be always so 
plain, yet it always exists, and its existence is perhaps the chief justification 
for the delegation to the executive of powers which Parliament, a delibera- 
tive and legislative assembly, recognizes are not appropriate to itself. 

It is not to bedenied that astage may be reached in which the regulation- 
making power of Departments, for all that it has the formal authority 
of Parliament itself, might seem to trench upon Parliamentary functions. 
But that is not the fault of the Departments who are no more than the 
executants of powers conferred upon them by Parliament. No Depart- 
ment can give itself any regulation-making powers. And while the 
business of Parliament is as congested as it is at the present time it becomes 
every year more and more necessary, if bills of difficulty and importance 
are to become law at all, for Parliament to content itself with 
settling the general principles of its legislation and leave the details to be 
worked out at leisure by the Departments concerned in administering the 
Act. Itis to be noted further that none of the critics of the Departments 
at the present day ever suggest any alternative plan. They denounce the 
tule-making authority, but they do not suggest, and indeed cannot 
suggest, that the rule-making functions should in every case be reassumed 
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by Parliament itself. Many of the critics too, I fear, have a very imperfect 
knowledge of what the administration of Government in the twentieth 
century really means, and particularly is this so among lawyer critics. 
Very few practising lawyers have any inside knowledge of the work of a 
Government Office, or know how it conducts its business. I remember 
once hearing a lawyer, who has since risen to great eminence in his 
profession, say that Departments would never do their work properly 
so long as they refused to adopt the business plan whereby all incoming 
letters went to the Head of the Department and were by him assigned 
to those persons whose duty it was to deal with them. Whether this is 
the general rule in business houses I do not know, but I thought of my 
old Department, the Ministry of Health, where the average number of 
letters received by the head office alone approximates to 2,000 a day, and 
I wondered what the Permanent Secretary would say if his first duty on 
alriving in the morning was to distribute the day’s correspondence to 
hungry principals and assistant principals waiting outside his door. There 
are those who will never be convinced of the falseness of the analogy 
between the administration of government and of profit-earning concerns. 
The respective objects of the two are so fundamentally different that their 
methods and organization can never be the same ; and in my idler hours 
I have sometimes speculated upon the probable emotions of a captain of 
industry, if the Articles of Association of his company insisted on a share- 
holder’s meeting, not once a year, but on five days in the week during 
seven or eight months every year, at which all the directors might at any 
time be required to answer questions on every detail, however trivial, 
of the company’s business. I think, too, that there is perhaps a certain 
incompatibility of temperament between the lawyer and the administrator. 
Law is (or is said to be) a science, administration is an art ; and the man 
of science distrusts the man of expediency. The majestic and deliberate 
processes of the law do not always appeal to the harassed administrator 
whose business is to deal at short notice with problems of government as 
they arise, and is less inclined to view his machine sub specie eternitatis 
than as a practical instrument for the production of results. So, too, 
a rabbit or guinea-pig which is the corpus vile of a physiological 
experiment would no doubt, if it could speak, express its gratification 
at being the means of establishing a scientific truth ; but I have always 
suspected that its feelings towards the experimenter himself are no more 
than lukewarm. 

Critics of the governmental machine might at least acquaint themselves 
with the true facts. The other day a case was before the Courts relating 
to an order made by the Minister of Health under Section 67 of the Rating 
and Valuation Act, 1925, which enables the Minister to make orders for 
the purpose of removing initial difficulties encountered in bringing the 
Act into operation. Some observations which fell from the Bench were 


408 





















i es 


n 


eS 


yes 
ing 
ing 
for 
the 


ere 











The Powers of Public Departments 


made the subject of one of the now familiar diatribes on fresh “‘ pretensions 
of the bureaucracy ”’ by the editor of a legal newspaper, who might reason- 
ably have been expected to know better. There was nothing novel about 
this particular section; similar sections found a place in the Local 
Government Acts of 1888 and 1894, and there was one almost identical 
in language in the National Insurance Act, 1911. And the reason is 
obvious ; for all these Acts, like that of 1925, had for their object the 
creation of an entirely new and elaborate administrative machinery, 
and it would, humanly speaking, have been an impossibility to have fore- 
seen or anticipated any anomalous or exceptional case which ought to be 
brought into the general scheme contemplated by the Acts. Such things 
only come to light when the new machinery is first put in motion, as 
every administrator, no matter what his profession, knows; and the 
“power to remove difficultes’”’ has accordingly been recognized by 
Parliament as essential to the successful intitiation of a new administrative 
machine. In every case it is a temporary power, and when it has once 
lapsed it has gone for good. Parliament, which has created the new 
machine, presumably desires that it should work ; and if for this purpose 
it confers these powers on the executive, why should the instruments of 
the latter be blamed ? It is in this connexion interesting to observe that 
for the purpose of bringing the Judicature Acts into operation, the Judges 
themselves were empowered by Section 24 of the Judicature (Amendment) 
Act, 1875, to make rules modifying Acts of Parliament to such extent as 
might be necessary in order to adapt existing rules in practice or procedure. 

Apart from the healthy reaction against over-government, of which I 
have spoken above, I think that one very general ground of objection to 
the regulation-making power is the belief that Departments assume the 
right of making new criminal offences by their regulations, and even from 
time to time of imposing pecuniary obligations on the subject. I believe 
both these grounds of objection to be without foundation (I do not forget 
a famous case during the War, but it will not be contended that D.O.R.A. 
regulations represented ordinary practice). It has been my privilege (or 
misfortune) to draft a large number of statutory rules and orders and to 
have had to study many others, and I am confident that no Department 
regards a mere power to make regulations for the purpose of carrying an 
Act into effect as conferring any power to make regulations creating 
criminal offences ; that can only be done by an Act of Parliament itself. 
The Act may confer the power of making regulations and go on to provide 
that a breach of regulations so made shall be a punishable offence ; but 
no regulations could themselves create offences or impose penalties. And 
the position is exactly the same in cases where an obligation to pay money 
is imposed by regulations ; in each case a clear statutory authority must 
be shown to justify the imposition of anything resembling taxation on the 
subject. Perhaps, too, it is not immaterial to observe that the lawyers 


409 





Public Administration 


who advise Government Departments in these matters have been brought 
up in the great traditions of their profession, and would not be disposed, 
even if they were asked, to adjust their opinions to the administrative 
needs of their Departments. A lawyer, indeed, who acted in such a 
manner would be quite useless to his Department and would earn its 
just contempt ; and I should not like it to be supposed that because a 
lawyer enters the service of the Crown heforthwith erases from hismemory 
all those principles which he has learned from his masters in the law, or 
holds them less strongly because he advises one client instead of many. 

An unfettered exercise of power is certainly good for no one, and 
Government Departments are no exception to the rule ; though it is, of 
course, a fantastic delusion to suppose that civil servants are always 
seeking for opportunities to extend their powers at the expense of others, 
or resent any restrictions which the legislature and Courts may think 
fit to impose upon their activities. It is convenient, therefore, to see 
what restrictions in fact exist upon the regulation-making power, and 
these are perhaps more numerous than is generally supposed. They may 
be divided into what Mr. Carr usefully calls ‘‘ ante-natal”’ and “ post- 
natal ’’ restrictions. 

Among the most important of the first class are those prescribed by 
the Rules Publication Act, 1893. This Act requires regulations to be 
published in draft at least forty days before they are made in order that 
objections to them may be considered and dealt with. The Act is 
imperfect in that it does not apply to the regulations of all Departments, 
but nevertheless it applies to a large number. Secondly, it is not unusual 
for Acts of Parliament to require that before regulations are made 
representatives of the interests likely to be affected by them must be 
consulted, though as a matter of fact it is rare for any Department to 
make regulations without consulting the representatives of the interests 
concerned, even though there is no statutory obligation to do it. And 
those of you who know the power and influence wielded at the present 
day by the representative bodies and associations with which the whole of 
modern society appears to be honeycombed will realize how powerful 
this safeguard is. Thirdly, there are one or two Acts of recent years 
under which the regulations have to be laid before Parliament in draft, 
and do not become operative until definitely approved by resolution of 
the Houses. Fourthly, there is an alternative procedure which requires 
the regulations to be laid in draft, with a provision that if neither House 
has presented an address to the Crown praying for their annulment within 
so many days they may then be formally made by the Department 
concerned. 

Of the post-natal safeguards, there is first of all the requirement that 
the regulations when made are to be laid forthwith before both Houses ; 
this brings them to the knowledge of Parliament and enables criticism, 
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if necessary, to be focussed upon them. Secondly (and this is the more 
general practice in modern Acts), there may be a provision that if within 
so many days after they have been made and laid before Parliament an 
address is presented praying for their annulment, they may be annulled 
by Order in Council. Instances of successful objection to regulations 
which have resulted in their annulment are by no means unknown and 
would no doubt be commoner but for the care taken to secure, so far as 
possible, that all objections likely to be raised are met before the regulations 
are actually made. Lastly, there is the power which the Courts possess 
of declaring that any regulation which has strayed outside the ambit of 
the powers conferred on the Department by Parliament is ultra vires 
and void. This is, of course, only an example of the operation of what 
Professor Dicey called ‘the rule of law.” Since no Department has 
original law-making powers of its own, it must always be prepared to 
justify the legality of its regulations by reference to the Act of Parliament 
which conferred the power to make them, and the thought that their 
regulations may at any time be challenged in the Courts is, I need hardly 
say, always present to the mind of the Department when the regulations 
are being framed ; they err who imagine that the chief object of depart- 
mental anxiety is to get rid of judicial shackles. Yet it must be 
admitted that Parliament has in some cases enabled them even to do this ; 
because a few Acts provide that regulations made under them shall have 
effect as though enacted in the Act itself. Such a provision, as the House 
of Lords have recognized (Institute of Patents v. Lockwood, [1894] A. C. 
347), appears to remove the possibility of criticizing the regulations from 
the judicial to the Parliamentary sphere, and it may no doubt be often 
a simpler task to justify them upon grounds of policy than of law. An 
Act which contains such a provision does, therefore, give an extended 
power to the Department, though I have never known any instance of 
a Department seeking to enlarge the ambit of its regulations because it 
knew that they could not be challenged in the Courts. But here again the 
criticism, if any, should be more properly directed against Parliament 
which confers such wide powers than on the Department which exercises 
them ; and in some cases, at any rate, a very good defence could be made 
for the extended power itself. Thus a Town Planning Scheme when once 
approved by the Minister of Health has effect as though enacted in the 
Town Planning Acts, i.e. it has the force of a statute, and no part of it 

can apparently be challenged on purely legal grounds. At first sight this 

seems an extraordinary power to give to any Minister, especially when one 

remembers the immense range of subjects which can be dealt with in a 

Town Planning Scheme. But these schemes are intended to operate, I 

might almost say, for generations to come ; cities will expand, and land 

will be developed, upon the lines and subject to the restrictions prescribed 

by the scheme ; and from a practical point of view it would, I think, be 
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disastrous if at any time, however remote, its validity could be called 
in question, for this would create so great a sense of uncertainty as to 
imperil the whole purpose of the Acts. I do not doubt that some such 
considerations as these were present in the mind of the legislature when 
so wide a power was given to the Minister ; but I do not wish it to be 
supposed that those who think themselves aggrieved by any scheme are 
without remedy, apart from the numerous opportunities they are given 
of making representations before the scheme is finally made ; and that 
brings me to the last and, as I think, the greatest safeguard against an 
inordinate exercise by the executive of the powers which Parliament has 
given them. I refer to criticism in Parliament itself. 

The exercise of the regulation-making power is in all cases a ministerial 
act for which the Minister concerned is responsible to Parliament. No 
matter how legal in the strict sense the regulations may be, the Minister 
must be prepared to justify them if challenged in Parliament. It is 
clear that no Minister of the Crown would desire to court criticism, if he 
could avoid it ; and he will not go out of his way to make regulations 
which the community at large might regard as harassing and unnecessary, 
unless the strongest possible grounds of policy required him to do so; 
and even in that case he must be prepared to furnish a justification which 
Parliament is likely to approve. And if this is the position of the Minister, 
it is no less clear that the members of his staff will not desire to submit for 
his consideration and approval regulations which are likely to cause him 
political embarrassment ; indeed, I might go further and say that it 
would be their duty to advise him whether, according to departmental 
experience, any particular regulations would be likely to excite adverse 
public comment. We are all liable to error ; a Minister’s judgment may 
be at fault, a civil servant’s advice may be ill-founded, even a High Court 
judge may be reversed in the Court of Appeal ; but in the administrative 
sphere the possibility of Parliamentary criticism supplies the strongest 
motive for caution and moderation, and is therefore the most powerful 
deterrent against any abuse of departmental powers. It is hardly 
necessary in a gathering like the present to add that the sinister figure of 
the departmental official, in whose hands the responsible Minister is as 
wax, plotting how he may tyrannize over the English people and despising 
equally the High Court of Parliament and the Courts of Law, is as 
ridiculous a caricature as any produced by an imaginative and not always 
scrupulous Press. 

I have endeavoured to show that much of the criticism upon the 
Departments in the matter of their rule-making powers is not only 
exaggerated but shows an imperfect appreciation of the real facts. I 
have also endeavoured to show that the Departments are not arrogating 
to themselves any powers which they do not lawfully possess, and that if 
it is the existence of those powers which is objected to, then that the 
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criticism should be upon Parliament which confers them and not upon 
those who execute the will of Parliament. It is, however, no part of the 
duty of a servant of the Crown to criticize or indeed to express any opinion 
upon what Parliament may think fit to do, and I leave all that side of the 
question to others. But it is, I think, permissible to point out in the 
first place that the present congestion of parliamentary business makes 
some form of delegated legislation an absolute necessity if business is 
to be done at all, and in the second that the existing safeguards, whether 
legal or practical, are not inadequate against an irregular or excessive 
exercise of the powers entrusted to the Departments. If it is thought 
that those safeguards should be increased, I am confident that no civil 
servant would object, even if it were proper for him to do so; but that is 
a matter on which others whose business it is must judge. I can only 
say in conclusion, speaking as a lawyer and not as an administrator, 
but having had the advantage and privilege of working for many years 
with administrators, that in my experience few powers are exercised by 
the Departments with more anxious care, and, I would add, with a greater 
desire to serve the public, than the power to make rules and regulations 
which have the force of law. 








The Powers of Public Departments 
to make Rules having the Force 
of Law 


By Pout ANDERSEN, LL.D. 


Lecturer at the University in Copenhagen and Principal Assistant, Home Office 


HE two papers which we are considering this morning are of the 
greatest interest to the Danish participants in this conference. 
They deal with a theme which is as much to the fore in Denmark as 
in England, a theme which is to the fore all over the civilized world, 
as the political crisis, which at present is the public order of the day 
in many countries, is, in fact, mainly a consequence of the relations 


between Parliament and the Government Departments and less of the | 


relations between the Legislature and the Courts. 

The problem has an administrative-political or administrative- 
technical and an administrative-legal aspect. I shall offer a few 
remarks on both of them. 

1. The principal arguments for and against a more or less far-reach- 
ing authority being conferred upon the administration to issue general 
legal provisions have already been clearly stated in the two papers. 
The question is to find a guid medium. On the one side are the great 
administrative-technical advantages derived from the fact that regula- 
tions issued by administrative authorities can be amended in conformity 
with experience gathered and changing requirements; on the other 
side is the fact which is surely as prevalent in Denmark as in England, 
that regulations issued by the administration do not enjoy nearly the 
same respect among the population as laws in the formal sense of this 
word. 

The minority of a population suffers itself to be overridden by a 
majority in Parliament. Even Acts, which seem to be unjust and 
irrational, are acquiesced in—morally, too—because it is deeply rooted 
in the popular mind that the opinion of Majority must prevail. It is 
quite another matter with the regulations issued by a Minister. If a 
certain regulation coincides with one’s interests, it is accepted ; if not, 
it is considered as an encroachment far more grievous than if a similar 
rule had been issued as a formal provision of law. 
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Among other things, this bears relation to a circumstance which 
I shall mention because neither of the papers has mentioned it, perhaps 
because it is not particularly prevalent in England. 

Suppose a law has been carried through Parliament under a certain 
political constellation. The Government then sitting, being in accordance 
with the majority who passed the law, are to issue the provisions neces- 
sary for carrying out its provisions in accordance with the points of view 
of that majority, and in accordance with the spirit of the law, a spirit, 
however, which—owing to resistance from other parties—the Govern- 
ment have not succeeded in embodying in the law itself. Thereafter 
the majority changes, and the new Government have to administer a 
law which was formerly opposed by their own party. It will be clearly 
understood that now there will be a tendency to carry out the law in a 
different manner. 

This is the dark side of the picture. Administrative rules are 
flexible and pliant. They may be adapted to experience gathered and 
to changing requirements. But they can also be used by a Government 
for the purpose of attaining administratively what could not have been 
attained legislatively. 

2. I shall now mention the legal aspect of the question. Here the 
problem assumes a more concrete character. 

Mr. Gwyer mentioned the oft quoted principle of the ‘‘ Rule of Law ” 
established by Professor Dicey. I must admit that though being 
not quite unacquainted with English administrative literature, I have 
not succeeded in arriving at even a fairly clear understanding of the 
question, how much is actually involved in that principle of English 
administration. 

Mr. Gwyer says: “Since no Department has original law-making 
powers of its own, it must always be prepared to justify the legality of 
its regulations by reference to the Acts of Parliament which conferred 
the power to make them.’’ As a matter of fact, the very principle 
“The Rule of Law’”’ is also maintained on the Continent: in France 
under the name of “administration légale,”’ in Germany “ gesetz- 
massige Verwaltung,’’ in Denmark “ loonnessig Forvaltning.”’ But it 
would be interesting to know what is really contained in the notion of 
the English ‘‘ Rule of Law.” 

I presume that on this point the English conception is at one with 
the Danish, that, without special legal authorization, the administra- 
tion may not, either through general or special orders or prohibitions, 
interfere with the liberty or property of the subject ; thus, in Denmark, 
such authority is not conferred on the administration simply by virtue 
of the general provision of § ii of our Constitution, under which “ the 
King is, with the restrictions laid down in the Constitution, supreme in 
all affairs of State.’ I do not believe, however, that such special 
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authorization would be required in case of ordinances of internal nature, 
i.e. such ordinances as are called ‘‘ Verwaltungsverordunnzen”’ by 
Professor Labaud, and which, I think, do not fall within the “ Rule of 


” 


Law ”’ in England either. 

I shall now mention the formal requirements for the issue of ordinances. 
Thus, under the head “ ante-natal restrictions,’ Mr. Gwyer says: “ It 
is not uncommon for Acts of Parliament to require that before regulations 
are made representatives of the interests likely to be affected by them 
must be consulted.”” But what if this rule is not observed? Is the 
ordinance in question invalid ? In Germany and France such ordinances 
will, as a rule, be nullified by the administrative courts. In Denmark 
the courts have refused to pronounce annulment in such cases. I 
think, however, that any such illegal proceedings ought to result in 
annulment. It would be most interesting to know how this question is 
looked upon in England. 

Among the “ post-natal safeguards,’’ Mr. Gwyer mentions that 
“regulations may at any time be challenged in the courts’; and Mr. 
Gibbon points out, as an advantage, that in England “ only the ordinary 
courts ’’ have the right to control the lawfulness of administrative acts, 
and not, as in France, “‘ separate administrative tribunals.’ This, that 
the ordinary courts “‘ are preferable to separate administrative tribunals,” 
is in accordance with general conception in England. As far as I know, 
Mr. Dicey alludes to this in establishing the notion of “ Rule of Law”’ 
as a principle peculiar to English administration. 

As you will be aware, in Denmark we have no separate administrative 
tribunals either, the jurisdiction in such cases being conferred on the 
ordinary courts. 

I will not further examine which of these two systems is preferable. 
I would, however, like to mention a point, where at any rate the French 
Conseil d’Etat exercises its control of administration more extensively 
than do both the English and Danish courts. Certainly, the Court 
does not interfere spontaneously with the administration, nor in case 
of general regulations either, such interference being subject to some one 
acting as complainant, and it is evident that the wider the circle of per- 
sons who are considered by the courts as actores competentes (just com- 
plainants) the greater is the protection against encroachments on the 
part of the administration. In this point the French Conseil d’Etat 
goes further—at any rate than the Danish courts and, I think, the 
English too—as any one whose interests, economic or moral, have been 
infringed upon is considered by the Conseil d’Etat as actor competens. 
In Denmark there is a tendency to require that a right of the actor 
in contemplation—i.e. a personal right in the proper sense of the word— 
shall have been infringed upon. I think the same is the case in England. 
It is true that Redlich and Hurst (Local Government II, 61) say that 
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England has always acknowledged a general right of complaint, an 
actio popularis within the meaning of the Roman law : but other authors, 
as Koellreuter and Gleeson E. Robinson, cite several judgments incom- 
patible with such an extended actio popularis. The question seems 
to me to be of particular importance just as far as regards ordinances, 
and other general administrative regulations, and it would be most 
interesting to hear some details about this. 

And now a final question: If there exists a person legally entitled 
to bring the question of the validity of an ordinance before the courts, 
can he claim that the illegal ordinance be totally annulled, or can he 
only claim that the ordinance shall not be binding upon him ? 

Perhaps, in your opinion, these questions are somewhat suggestive 
of formalism. ‘‘ Law is a science, administration is an art,’ Mr. Gwyer 
hassaid. I think, however, that administration as art will better develop 
where the legal limits of the administration—whether wide or narrow— 
are clearly defined. 









The Place of Finance Departments, 
Committees, and Officers in Adminis- 
trative Control 


National Administration 


By A. W. Hurst, C.B. 


Assistant Secretary, Treasury 


S* centuries of struggle between the Legislature and the Executive 

followed by a century of increasing co-operation have woven into 
the national administration of this country a system of financial control 
without parailel in the world. Yet it would be absurd to suggest that 
this system, highly developed though it be, is viewed by the British public 
with feelings of satisfaction. On the contrary, it has during the last 
few years been the subject of continuous criticism and efforts at 
improvement. 

It is proposed in the present Paper, first to give a general description 
of the more important stages and methods by which financial control is 
brought to bear upon the national administration, and subsequently to 
discuss in what respects the existing arrangements would appear to need 
and be capable of improvement. 


TuE ExIsTING ARRANGEMENTS FOR FINANCIAL CONTROL 
IN NATIONAL ADMINISTRATION 


Four separate stages have long been recognized in the normal procedure 
for the control of national expenditure. There is first the stage of 
preparation of proposals for expenditure, followed by that of obtaining 
the necessary authority and money therefor from Parliament. Then 
comes the stage of carrying out the proposal, and lastly the stage in which 
the Executive has to render account to Parliament of the use made of the 
money placed at its disposal. 

Since the War we have become familiar with a fifth stage, that of 
retrenchment, which though apparently abnormal has nevertheless been 
much in evidence in the last few years. 


418 











ts, 
IS~ 


itive 

into 
ntrol 

that 
ublic 
- last 
is at 


ption 
rol is 
‘ly to 
need 


‘edure 
ge of 
aining 

Then 
which 
of the 


hat of 
s been 












Finance Departments in Administrative Control 


I. The Preparatory Stage 


All projects for expenditure do not, of course, require or obtain the 
same amount of preparation. A very large part of the national expendi- 
ture is continued from year to year with only minor alterations to meet 
changing circumstances. The fullest operation of the system of financial 
control is seen perhaps in regard to ambitious proposals for a new type 
of social service, such as a scheme of mothers’ pensions or a large new 
development of the educational system. 

In such cases the field may first be explored by a Government Com- 
mittee, which may contain among other representatives a nominee of 
the Treasury, and will in any case be able to obtain information and 
advice in regard to the financial aspects of its proposals, including expert 
guidance from the Government Actuary on actuarial questions. 

In due course the Committee reports to the Minister responsible for 
its appointment and its report is examined by his Department, including 
his chief financial advisers. Should the Minister, after considering the 
advice of his Department and if necessary of the Government Actuary, 
come to the conclusion that it is desirable to take action on the questions 
dealt with in the Committee’s report, either on the lines they recommend 
or otherwise, an endeavour would be made to reach agreement with the 
Treasury in regard to the finance of the Scheme and the matter would then 
be brought before the Cabinet. Here the Chancellor of the Exchequer— 
the highest financial officer in the kingdom—would have full opportunity 
of expressing his views, If the matter were of sufficient difficulty and 
importance to require further consideration, a sub-Committee of the 
Cabinet might be appointed for this purpose, including, if necessary, the 
Chancellor of the Exchequer or his deputy, the Financial Secretary of the 
Treasury. In due course, the Cabinet decides on the precise proposals to 
be presented to Parliament. 

An initial inquiry by a Committee is, however, the exception rather 
than the rule, even for important proposals. Where this is not held, the 
proposals are prepared by the Department primarily concerned and follow 
the above procedure. If they are not of first importance and agreement 
can be reached by inter-departmental correspondence or discussion, the 
Cabinet may not be troubled with them at all. 

It will be seen, therefore, that in the preparation of proposals for new 
expenditure financial criticism is generally brought to bear in at least 
two stages: first, within the Department and, secondly, in the course of 
obtaining the necessary sanction of the Treasury for placing the matter 
before Parliament. 


Public Administration 


Il. The Parliamentary Stage 


In view of the fact that the position of the House of Commons in our 
Constitution has been won by the power of the purse, it is not surprising 
to find that financial arrangements bulk very largely in its procedure. 
This procedure would appear to provide the House each Session with many 
opportunities for controlling the national expenditure, but the develop- 
ment of Ministerial responsibility to Parliament and the growth of the 
party system have resulted in many of these opportunities being turned to 
other use. It is proposed, therefore, in the present connection, to take 
account oniy of those stages and arrangements which still appear to serve 
the purpose of financial control. 

This control is exercised in three different ways :— 

(a) In connection with legislation placing additional charges on the 

Exchequer. 

(6) In connection with the voting of funds (Supply). 

(c) In connection with the imposition of the necessary taxation to 

provide for the year’s expenditure. 


(a) Legislation. 


Under the Standing Orders of the House no proposal can be entertained 
for placing any charge upon the national exchequer unless it is recom- 
mended by a Minister of the Crown, and no Bill having this effect can be 
proceeded with beyond Second Reading unless the proposed charge has 
just been authorized by a “ Financial Resolution ”’ passed in a Committee 
of the whole House. All Financial Resolutions are submitted by a 
Treasury Minister, and it is now the practice to circulate at the same time 
a “‘ White Paper” setting out the estimated financial effect of the Bill. 
In suitable cases this is supplemented by a report by the Government 
Actuary. The limiting terms of the Financial Resolution and the 
information supplied in the White Paper and the Actuarial Report 
constitute the main safeguards against undesirable additions to the 
national liabilities during the passage of the Bill through the House of 
Commons. 


(6) The Annual Estimates. 


Where legislation has once placed a charge upon the Consolidated 
Fund, the only opportunity afforded to the House of reviewing its 
decision is the stage in which it is asked to meet the bill by imposing 
the necessary taxation. The more common practice, however, especially 
since the war, has been to leave the charge to be met, along with the 
great mass of Government expenditure which is not based upon legisla- 
tion, by annual Votes of Parliament. 
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Finance Departments in Administrative Control 


For this purpose Estimates of expenditure for the coming financial 
year are prepared by each Department and submitted for Treasury 
approvalinthe Autumn. After examination and any necessary criticism, 
consultation, and modification, the Estimates are in due course laid before 
the Committee of Supply—one of the two great financial Committees of 
the House. (Both this Committee and its fellow Committee of Ways 
and Means mentioned below are, however, simply the full House of 
Commons sitting with a Chairman other than the Speaker.) Twenty days 
of Parliamentary time are allotted for the consideration of the annual 
Estimates, but very little of this is devoted to their detailed examination. 
Discussion ranges over broad questions of policy and time does not permit 
of more than a few votes being discussed, the remainder being put from 
the Chair without discussion at the end of the allotted time. 

In 1912 an attempt was made to provide for a more searching scrutiny 
of the Estimates by an annual Select Committee on Estimates of about 
20 or 30 Members, and this experiment has been renewed in the last few 
years. The proceedings of this Committee are outside the necessary and 
formal procedure of Supply, and it is not essential that the discussion of a 
Vote in Committee of Supply should be preceded by consideration of the 
Estimates by the Estimates Committee. The latter Committee, assisted 
by a representative of the Treasury, examines specially selected Estimates 
or particular questions common to a group of Estimates, calling before it 
Civil Servants from the Departments concerned, and issues reports from 
time to time on such Votes as it has examined. These reports are 
considered by the Treasury, which places on record its conclusions in 
regard to the recommendations and the action which it deems it right to 
take thereon by means of formal Treasury Minutes. While, therefore, 
the reports of this Committee naturally carry great weight, they are not 
mandatory or an essential part of the annual financial procedure. 
Questions of policy do not come within the purview of the Committee. 


(c) The Budget. 


The main occasion for the consideration of the financial policy of the 
country as a whole is provided by the introduction of the Budget and the 
subsequent proceedings on the Finance Bill (which is designed to give 
legislative effect to the financial programme of the Government as 
expounded in the Budget Statement). The Budget, in fact, is the climax 
of the national financial system to which all the preceding stages of 
financial control have been directed. In setting the standard of financial 
criticism to which the Treasury is to work, the Chancellor of the Exchequer 
must always have in mind the aggregate expenditure for which he can 
see his way to provide the necessary funds in the coming year. The pro- 
cedure of the House provides many stages for the examination of the 
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Government’s financial programme, but in the main it is carried through 
unchanged ; as, of course, is to be expected of a measure so vital to the 
national administration. 


III. The Executive Stage 


Parliament having in due course voted the necessary funds for carrying 
out the Government’s programme of administration for the year and 
authorised the levy of the taxes necessary to provide these funds, the 
responsibility for financial control passes back to the Government 
Departments. Asa matter of fact, it is not until August that the Parlia- 
mentary procedure is complete, and in the meantime Government Depart- 


ments have been carrying on under the provisional authority given by } 


the House in the Votes on Account and the first Consolidated Fund Act 
of the Session. 

The approval of an Estimate by Parliament takes the form of voting 
a definite sum of money for the services covered by the title of the 
estimate. The details of the estimate are given to show Parliament 
generally how it is proposed to spend the money ; but their main object 


is to secure Treasury control over the expenditure by the Department of | 


the money placed at its disposal by Parliament. 
Each Estimate (or Vote, as it is called after being passed by Parliament) 


is divided into sub-heads, each covering a portion of the field defined by | 


the title of the Vote, and no Department may exceed the amount allotted 
to each sub-head without Treasury sanction. But the existence of pro- 
vision under any sub-head does not necessarily give authority to the 
Department to spend it. All new services, increases of establishment or 
salaries, and any additional works require Treasury sanction, irrespective 
of whether provision for them has been made by Parliament or not. 
The precise definition of what constitutes a new service is a matter of 
great difficulty, but years of administration have given it a meaning 
generally understood and accepted in the Government service. 

After Treasury authority has been obtained for any service, for the 
numbers and pay of the staff to be employed to carry it out, and for their 
accommodation, etc., and after Parliament has voted the necessary 
funds, the operation of financial control becomes centered in the depart- 
ment itself. From time to time it may still be necessary to refer to the 
Treasury on such questions as the form of accounts, the issue of regula- 
tions, the variations of contracts, and of course new developments in the 
service, extra staff, etc., but the responsiblity for the efficient administra- 
tion of the Department rests (under the Minister) upon its permanent 


head, who is made personally responsible for the proper application of 5 
all money voted for the Department by being nominated “ Accounting [ 


Officer’”’ by the Treasury. The permanent head is assisted in his 
422 























ee ie a o> ee ee ee 





































igh 
the 


ring 
and 
the 
lent 
rlia- 
art- 
. by 
Act 


ting 

the 
nent 
ject 
it of 


ent) 


dby | 


rtted 
pro- 
» the 
nt or 
ctive 
not. 
er of 
uning 


r the 
their 
ssary 
part- 
0 the 
gula- 
in the 
Listra- 
anent 
ion of 
inting 
in his 





= 








financial duties by a Finance Officer, and in regard to all questions of 
staff, accommodation, etc., by an ‘‘ Establishment Officer.” 

When the activities of a Department are so widespread that it is not 
practicable to control all payments direct from Headquarters, the 
principle of making one officer personally responsible is still followed in 
the appointment of ‘‘ Sub-Accountants,”’ each personally liable like the 
Accounting Officer above him for the expenditure within his purview. 

The duty of the Accounting Officer and his staff is to see that the 
expenditure of his Department is in accordance with Parliamentary, 
Treasury, and Departmental authority ; and in particular he has to take 
care that the total vote of his Department is not exceeded. Should he 
come to the conclusion in the course of the year that an excess is likely 
to be incurred, he has to obtain Treasury authority for the presentation 
of a “Supplementary Estimate’’ to Parliament. Discussion in the 
House of Commons on such estimates is restricted to the items on which 
additional provision is required, and as it is not limited in time, it 
provides, in a restricted sphere, a real check on the proceedings of 
Departments. 


IV. The Accounting Stage 


In due course the Accounting Officer and his staff submit accounts of 
the expenditure of the Department for the year under the several sub- 
heads of the Vote. After any necessary transfer under Treasury authority 
of savings on some sub-heads to meet excesses on others, the accounts are 
audited by the Comptroller and Auditor-General, an officer of the House of 
Commons. His report thereon is submitted to the House and is examined 
by a Select Committee (the Public Accounts Committee), who in all 
important cases call the Accounting Officer before them for examination. 
The Committee report to the House, and the Treasury after considering 
their reports takes such action upon them as it thinks suitable. 


V. The Retrenchment Stage 


Any one unacquainted with our political system on hearing for the 
first time a recital of this elaborate system of checks and controls might 
well be excused for expressing surprise that we ever succeeded in spending 
anything at all. Yet so far are the forces which operate to keep down 
expenditure from having things all their own way that there is constant 
agitation, amounting ‘from time to time to a national campaign, to cut 
down expenditure and strengthen financial control. During the war and 
in the few years since its close, special action of one kind or another to 
reduce the national expenditure has been taken on so many occasions 
as almost to constitute the stage of retrenchment a normal feature of our 
financial system. 
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The elimination of unnecessary expenditure is, of course, constantly 
in the minds of Accounting Officers and the Treasury when preparing 
the Annual Estimates, and it is the main object of the Estimates 
Committee of the House of Commons, but these retrenchment inquiries 
started from the position that it was imperative to make a definite 
reduction in the national expenditure. In these circumstances the 
question was no longer whether any particular services were of value 
to the country and were being efficiently maintained, but whether 
their curtailment or abolition represented the least harmful method 
of effecting the necessary reduction in expenditure. It is obvious 
that, provided the public service has been conducted in a reasonably 
economical manner, large reductions of expenditure cannot be expected 
without the sacrifice of much that has previously been considered to be 
desirable or even necessary. 

These retrenchment inquiries have been mainly of three types : 

(a) Select Committees of the House of Commons, such as those which 
sat in 1918 and 1919. 

(6) Committees appointed by the Government, such as the famous 
Geddes Committee of 1921-22. 

(c) Committees of the Cabinet, which have undertaken reviews of the 
national expenditure on several occasions since the inquiry of the Geddes 
Committee. 

The Geddes Committee had the advantage of coming upon the scene 
when conditions were ripe for a large reduction in expenditure. Hopes 
of the post-War boom had been disappointed and public opinion was 
strong in its demand for economy; prices were tumbling down and 
many of the heavy war charges were either coming to an end auto- 
matically or were ready for vigorous pruning. Making full use of the 
Government machinery, but being in no way committed by the policy 
of the existing and previous Governments, the Committee were able to 
bring the whole field of State expenditure under a searching review 
and to propose drastic reductions. In spite of the fact that many of 
their more important proposals were rejected on grounds of policy, the 
general atmosphere of retrenchment created by the inquiry so reinforced 
the effect of the recommendations that were adopted that its efforts as 
a whole proved remarkably successful. 

The earlier inquiries by Select Committee were conducted mainly 
in the atmosphere of post-War optimism and suffered from the lack of 
expert assistance, while the inquiries by Cabinet Committee since the 
Geddes Committee, though in some respect even more searching than 
theirs and having the advantage of a closer liaison with the Government, 
have had to go over a field already diligently gleaned and at a time when 
reaction had set in against the rigours of the Geddes period. 
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Finance Departments in Administrative Control 


THE ADEQUACY AND SUITABILITY OF THE EXISTING ARRANGEMENTS 


It will be seen from the foregoing description that while all members 
of the Cabinet, all Government Departments and their officers share in the 
responsibility for the proper administration of the national finances, 
it is made the special business of the Chancellor of the Exchequer, the 
Treasury, and the Accounting Officer and Sub-Accountants of each 
Department. 

It is this centralization of financial responsibility in particular depart- 
ments and individuals that distinguishes the financial system of this 
country so sharply from that of other countries. Our system is the result 
of gradual development over a long period and, as the Haldane Committee 
stated in 1918 :— 


“On the whole, experience seems to show that the interests of the taxpayers 
cannot be left to the spending Departments ; that their interests require the careful 
consideration of each item of public expenditure in its relation to other items and 
to the available resources of the State, as well as the vigilant supervision of some 
authority not directly concerned in the expenditure itself, and that such supervision 
can be most naturally and effectively exercised by the Department which is 
responsible for raising the revenue required.” 


Accepting this broad principle as beyond dispute, as far as national 
administration is concerned, it is nevertheless useful to examine the 
detailed arrangements of financial control, which have been built upon 
it, from the point of view of their adequacy and suitability. These 
arrangements have a twofold object. In the first place they are intended 
to secure that the national policy is properly related to the country’s 
financial and economic position, both existing and prospective ; their 
second object is to guarantee that the approved policy, whatever it may 
be is carried out with the maximum efficiency and economy. It is 
convenient to deal separately with these two aspects, though they 
naturally tend tc merge into one another in practice. 


(1) The Financial Control of Policy 


Applied in their complete form the various arrangements set out above 
would appear to provide abundant protection for the country against the 
assumption of liabilities beyond its resources. How, then, comes it to 
pass from time to time that it becomes a vital matter to reduce the 
national expenditure? The experience of the past few years indicates 
that this is due not so much to the fact that national commitments have 
proved to be greater than was anticipated when they were undertaken 
as to an alteration in the financial position of the country. The proximate 
cause of most of the retrenchment inquiries after the war was a prospective 
deficiency in the national balance sheet coupled with serious stagnation 
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in the national industries. The nation has in fact been experiencing one 
of those variations in fortune which commonly affect the individual. 
But there is this all important difference between the two cases, that 
whereas a large part of the expenditure of an individual is of such a 
character that it can, though at some sacrifice, be cut down in the evil 
day, the expenditure of the State, especially since the War, consists 
predominantly of commitments which, short of a breach of faith or 
contract, are not capable of appreciable reduction. This being so, it is 
all the more important to pursue a cautious policy in the acceptance of 
new national commitments even when their full extent and implications 
are accurately known. 

There can be no doubt, however, that in numerous cases in the past, 
national services have been undertaken on very imperfect information 
as to their probable ultimate costs and reactions. This was the case in 
regard to the Old Age Pensions scheme and the schemes for the super- 
annuation of poor law officers, police, asylum officers and school teachers. 
It is to be hoped that the establishment of a Government Actuarial 
Department and the revision of the procedure in regard to financial 
resolutions in the House of Commons will secure that in the future, the 
Government, Parliament and the country at large will have before them 
such financial information and actuarial estimates as can be given before 
new liabilities are accepted. 

To what extent such information is allowed to affect the decision is 
another matter, and it is at this point that the whole carefully devised 
financial machine tends to break down. In matters of national policy 
expenditure is always more popular than economy. Expenditure 
produces positive results, it provides themes for glowing orations, it is 
the way to great ideals and incidentally it often provides direct benefits 
to individuals, which may be an even greater stimulus to enthusiastic 
support than fine ideals. But economy raises no such enthusiasm ; its 
benefits are spread over the whole community and must therefore tend 
to be small in any individual case. Moreover, when a benefit is received 
by every one, its value is always greatly discounted and little gratitude 
is felt or shown. At a period, therefore, when political parties are bidding 
for popular support, it is not surprising to find that programmes of 
expenditure tend to figure more largely in election addresses than pro- 
fession of economy. Asa result one or other party arrives in power with 
its hands already tied to a very considerable extent, and in these cir- 
cumstances the primary issue whether a certain new liability should be 
accepted is often already settled in principle both by the Government and 
by the House of Commons of which its supporters form the majority. 
Thus the scope of operation of the national machinery of financial control 
is restricted at the outset to the secondary question of the most suitable 
method of carrying out the pledges already given. 
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Even where the Government is not already committed by its own 
pledges, the process of exploration by a Committee often leads to the 
same result. Committees are usually composed very largely of persons 
or representatives of interests which have been energetic in pressing for 
action in the sphere under consideration, whereas the taxpayer and rate- 
payer and industry generally are represented inadequately or not at all. 
It is, of course, open to a Committee to correct any anomaly of this kind 
by giving proper weight to evidence from such sources, but all too fre- 
quently they take the view that it is not for them to consider such broad 
issues, and that their responsibility is to propose the best scheme they can, 
leaving it to the Government and Parliament to say whether it is in the 
interests of the country to carry it out. There would, perhaps, be little 
harm in this method of procedure if its implications were properly 
recognized, but they are not. The report appears ; it is regarded by the 
public and Parliament as the result of a careful review of the subject by 
an impartial body who have given full weight to every relevant considera- 
tion, and if the matter is one attracting any degree of public interest the 
Government finds itself as much committed in principle to taking action 
as if it had pledged itself at the outset. If anything, the situation is 
rather worse in these cases, as the production of a definite scheme by a 
Committee tends to prejudice the Government not only in regard to the 
principle at stake but in its detailed application. 

After the main lines of the proposed scheme have been settled, the 
proper working of the machinery for securing its orderly and economical 
development may be hampered still further by political considerations. 
Thus, it may be deemed essential that a scheme should be pressed on in a 
manner which is calculated to falsify all previous estimates of cost. 
Governments are not superior to the laws of supply and demand, and if 
more of a commodity is demanded of a trade than it can possibly produce 
in the time, the price is bound to soar. The original payments, failing 
to achieve their object sufficiently rapidly, are increased again and again, 
all the time absorbing a greater share of the available savings of the 
nation, until a halt is called by the intervention of the retrenchment 
stage. 

In regard to some questions it may be possible without injury to the 
national fabric to alternate stages of rapid expansion with stages of rigid 
retrenchment, but this is rarely the case. More often such alternations 
mean much unnecessary expenditure, slower ultimate progress and hard- 
ship to individuals. 

But this should not be taken to imply that there is no proper sphere in 
a well-managed State for a retrenchment stage. It is not to be expected 
that any scheme once launched—perhaps by Act of Parliament—will 
run on indefinitely without need of revision. Where the need for revision 
is in the direction of increased expenditure, advocates and occasions for 
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advocacy will not be wanting. The converse operation of reducing the 
national commitments under a scheme that is fully established, so as to 
conserve the national resources either for the reduction of taxation or for 
the initiation of fresh schemes of social progress, is less likely to be 
successfully accomplished except as part of a special review of the national 
liabilities. 


(2) Efficiency and Economy in Administration. 


The application of financial control in the realm of policy is apt to 
raise controversial issues, especially as over a large field of Government 
expenditure questions of class interest are involved. Few people, how- 
ever, would be disposed to quarrel with the ideal that whatever policy 
is decided on should be carried out with the maximum efficiency and 
economy. Over a large part of the national expenditure little question of 
efficiency or economy can arise. The interest on the national debt is very 
largely beyond control, and so are the various pension charges, once they 
have been accepted. As regards the large amounts paid by the State in 
grants to other parties—local authorities, voluntary bodies, insurance 
Societies, Colonial Governments—-questions of efficiency of administration 
are primarily for the grant-receiving body, though it may be mentioned in 
passing that the method of calculation of the grant may give the State a 
very direct interest in such questions. 

The machinery of the State for securing efficiency and economy in 
national administration is directed in the main to those services which are 
in fact administered by the State: The maintenance of the central 
Government with its various functions of legislation, finance, trade, 
defence, foreign and colonial relations, justice, etc., as well as the provision 
of the many-sided activities of the Post Office. Efficiency and economy 
in these services mean in the first place securing—in suitable quantities 
and on reasonable terms—what might be broadly described as the raw 
materials of administration, i.e. the staff and the equipment and 
materials with which they deal, and secondly, in making the most 
efficient use of these materials. 

Criticisms are made from time to time of Government servants being 
overpaid and underworked, and of their privileges being too generous. 
Such criticisms have in fact been rebutted by independent committees 
of inquiry, and in any case have little bearing on a discussion of the 
machinery of financial control. 

The purchase of equipment and supplies on reasonable terms is 
generally secured by the standing rule in the Government service that as 
far as possible everything shall be obtained by open competitive tender, 
but mention may be made of suggestions that have been put forward from 
time to time for the concentration of all such work in the hands of one 
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department. At present this is done to a large extent in the case of 
stationery supplies, buildings and furniture, and to secure co-ordination 
between departments in other purchases there is a standing Com- 
mittee of representatives of the departments mainly concerned in 
contracts. 

Granted that the raw materials of State administration are obtained 
on reasonable terms, are they used with the maximum efficiency and 
economy? The elaborate machinery of control already described is 
well calculated to prevent the fraudulent use of Government staff or 
property and to keep actual waste within narrow limits, but does it 
provide adequate guarantees that these raw materials are used with the 
greatest efficiency and economy? Is work constantly being done—no 
doubt with the greatest diligence and accuracy—which ought not to be 
done? Is loss being incurred through delay in the working of the financial 
machine or through lack of foresight? Is money being wasted by the 
accumulation of excessive stores involving charges for interest, storage, 
and supervision as well as risk of deterioration, fall in price, and of changes 
in current practice or design making them obsolete? Except for a few 
activities of a trading character, Government administration lacks the 
great incentive and touchstone of all commercial administration—profits. 
The primary object of business is to make profits, and any waste of its 
energies soon shows itself in the balance sheet and can be tracked down 
by appropriate systems of accounts. But the object of all Government 
policy is the welfare of the country, and the efficient and economical 
execution of this policy cannot be tested by any set of figures. 

In the absence of any such standard as profits, how is efficiency and 
economy to be secured ? One cannot reconstruct the whole machine of 
Government activities afresh every year, examining and testing each part 
to see that it is necessary and doing its work properly. Failing this, 
attention tends to be concentrated on the alterations proposed from year 
to year. This tendency is, indeed, the natural result of the system of 
Treasury and Parliamentary control. Only new services and new develop- 
ments require Treasury sanction and the annual estimates concentrate 
attention on alterations in expenditure by showing for every item the 
increase or decrease on the previous year. It was pointed out in 
connection with the financial control of policy that the retrenchment 
stage provides a useful opportunity for renewing policies previously 
accepted: it is no less useful in bringing under critical examination 
such questions as the standard of pay and staffing of departments, 
their methods of administration, accommodation, supplies and stocks. 

This stage, however, tends to concentrate attention on the negative 
aspect of economy rather than on the positive aspect of efficiency. A 
system of comparing the cost of similar operations in different depart- 
ments has a certain, though limited, field of application. Another 
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method is to overhaul thoroughly the arrangements in certain branches 
of the public service each year. These are devices for stimulating and 
assisting the desire for efficiency ; they themselves cannot produce it or 
take its place, nor can any outside influence. The efficiency of the 
public service rests and must continue to rest on the inherent desire of 
every individual servant, whatever his position, to do his best. 

















The Place of Finance Departments, 
Committees,and Officers in Adminis- 
trative Control 


By ARTHUR COLLINS 


Formerly City Treasurer of Birmingham 


3 t Megas increase in the extent and cost of public services provided 

out of funds collected by rates in the last ten years has brought 
this subject into considerable prominence, and most people interested 
in the Local Government side of the service, whether as publicly-elected 
representatives or as officers and servants, have by force of circumstances 
been compelled to consider administrative control as one of the factors 
in the formula which may potentially produce economy with efficiency— 
the function of any scheme of this kind. 


PRELIMINARY CONSIDERATIONS 


2. Some hold the view that the will to economize is the first element to 
be introduced and that, this lacking, no system of administrative control 
can be effective. 

3. Such a will or determination to secure economy has first to be 
imparted to or originate in the publicly-elected representatives, and they 
in turn are not altogether free agents in the matter ; they are influenced 
by duty to or fear of their constituents on whose votes they hold office 
on the local governing body, and it is not uncommon to find that the 
candidate most favoured by voters is the one who promises them most at 
the public expense. 

4. The incidence of the burdens borne by the communal purse is by 
this process of analysis brought under review, for a large proportion of the 
amount paid in rates in many a local government district is contributed 
by those who have no votes (for instance, workshops, factories, and other 
industrial undertakings), or by those whose quota in money is out of 
proportion to the value of the single vote they have it in their power to 
dispose of. 
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5. In the last resort, therefore, it may well be that we are involved in 
meddling with matters of public policy interwoven into our constitution 
as a democratic nation, and he would indeed be a bold man who would 
seek to ensure a will to economy by reconstruction of our local government 
electoral system, making local taxation and representation march together 
in proper proportion in each individual case, increasing, for instance, by 
plural voting the power of the ratepayer to cast as many votes in 
proportion to the whole as he pays in proportion to the total rates due. 


THE CONSTITUTION OF PUBLIC BODIES 


6. In every publicly-elected body there are to be found those who 
might roughly (and somewhat colloquially) be described as ‘‘ spenders ” 
and “‘ economizers’’ respectively, and the spirit in which the scheme or 
machinery for administrative control aiming at economy is likely to be 
received and applied is dependent upon the representation which each of 
these classes has on the public body. 

7. There are many public men of considerable experience in local 
government affairs who declare that it is idle to expect administrative 
control, in which a proper place is assigned to a finance department, a 
finance committee and a financial officer, to produce effective results, 
unless the machinery is operated with the goodwill of all those who are 
to be brought within the range of its activities, arguing (as some do) 
that a sound system of financial control may, in the absence of respect for 
the regulations, give an appearance of efficiency and economy, and yet 
be really injurious in that the objects and purposes to be served are frus- 
trated by those who are determined to carry their plans for expenditure 
anyway. 

8. Unhappy has been the lot of a good number of zealous reformers 
of the finance of local governing bodies, who have relied too greatly upon 
the machinery of financial control as an end in itself, instead of as a 
convenient and businesslike servant performing useful functions in its 
proper place. 


STATE AND MUNICIPAL PRACTICE AND PROCEDURE 


g. It is perhaps best, therefore, to make it clear that the finance depart- 
ment, finance committee, and financial officer in the local government 
service are not in any way clothed with powers comparable with those 
possessed—or at any rate popularly assumed to be possessed—by the 
Chancellor of the Exchequer and the Treasury on behalf of the State. 

10. In the management of the affairs of a county council, a town 
council, an urban district council, a rural district council, a joint board, 
a board of guardians, or other similar local authority, the decision on all 
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matters of finance rests with the council or board as the case may be, 


and not with any committee or department. 

: 11. The Treasury, or the Chancellor of the Exchequer, as their pillar 
d of State, have powers of resistance against expenditure or reduction of 
: income which in our constitution render them almost immune in practice 
. from a hostile vote in Parliament. If the decision to be taken is of any 

y importance it rests on the judgment of the Cabinet, and the party whips 

4 ensure the necessary majority, unless the Government wishes to be 

turned out. 
12. There is no change of local government so effected, nor is the local 
council maintained in or dismissed from office, on a decision of the local 
council overriding a recommendation made to that council by its finance 
. committee. Many a finance committee has put up a stout fight to prevent 

what was in their judgment an unnecessary and undesirable expenditure 
“ of public money at that juncture, which, their efforts notwithstanding, 
y was subsequently approved by the council, the finance committee being 
of directed to provide necessary funds for the purpose. 

13. Rarely, if ever, does the finance committee resign on that 
al account, and never does the council submit itself as a body to the electors 
fo: for a vote of confidence after such an action on their part. 

a 

" THE FINANCE COMMITTEE IN RELATION TO THE COUNCIL 

0) 14. Finance departments, committees, and officers can therefore 
or function only as parts of the machinery of local government, not as the 
et master-minds. They can ensure by sound practice that the council has 
s- \ placed before it all the material information on which to form a judgment, 
re and members of the finance committee appointed by the council may 

(and generally do) take a prominent part in the debates on the subject 
TS of financial policy in general or upon a specific proposal. Effective though 
on this action may be, up to a point, the decision of the council is final. 
a 
its PUBLIC OPINION 
15. It would be interesting to speculate whether the finality of a 
decision upon some vital matter of local government finance appertaining 
to that local government district could be disturbed and action reversed 
as the result of a submission to the electors, but in the absence of a satis- 
rt factory scheme of referendum, speculative only could it be, because only 
ie one-third—speaking generally—of the members of a local governing body 
~ retire annually, and matters which have led to acute dissension cannot 
he always be crystallized for a public decision, so that rarely could it be said 

that the electors reversed a decision of a council by rejecting those 
NS members who on coming up for re-election defended their action in the 
* council on this particular subject. 
a 
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16. As a rule, therefore, it is not until the local electorate find their 
views greatly misunderstood, and the desire for re-action—in whatever is 
considered to be the proper direction—is somewhat violently stimulated, 
that the policy of the council, in its financial aspects, is varied in any 
appreciable degree by expressions of public opinion. Town’s meetings 
and the like are uncertain tests, for a hall may hold, when full, less than 
I per cent. of the voters. 

17. There have been cases, however, where the local electors, alarmed 
by a rise in the rates up to 25s. or 30s. in the pound, have at the annual 
elections so clearly expressed themselves by returning only candidates of a 
particular line of thought or action, that there could be no mistake about 
the fate of the ruling councillors unless they modified their ways ; in these 
instances the group of members of the council who might be termed “ the 
economy party,’ whatever be their party politics, have found themselves 
receiving sufficient support to enable them to reduce the rates, although 
it is much more difficult to reduce them after commitments have been 
undertaken, than it is to increase them when the party which might be 
called ‘‘ progressive ”’ is placed in power at an earlier stage. 

18. On the other hand, a council which has for many years been 
governed by a majority opposed to almost any and every kind of further 
expenditure may find itself so far out of sympathy with the public 
conscience that at one election, or sometimes two, its whole policy has 
been reversed by the adoption of candidates pledged to the spending of 
money for some schemes or objects deemed to be so important that the 
district must have them, and unfortunately sometimes by such a mandate 
they are given them almost at any cost instead of in the most prudent and 
economical way. 

1g. It would in my judgment be injurious to progress in the design and 
practice of modern administrative control if it were to be supposed that 
such control will secure the desired results in all councils and in all 
circumstances ; yet, nevertheless, provided the ground is cleared of 
misconceptions of the possibilities of financial control due to lack of 
knowledge of the conditions in which the local government system of 
this country is operated, there is still a place for the finance department, 
committee, and officer in the sphere in which respectively they may be 
usefully employed. 


PARLIAMENTARY PROVISIONS FOR FINANCIAL CONTROL By LOCAL 
AUTHORITIES 

20. Let us turn to the steps which Parliament has taken towards the 

attainment of a sound system of administrative control of the finance of 


local authorities. 
21. These steps are not many, neither are they lengthy, nor scientific, 


so they will not take long in review. 
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22. They may almost entirely be comprised within a few clauses of 
two Acts of Parliament, namely, the Local Government (England and 
Wales) Act, 1888, and the London Government Act, 1899. 

23. As both Acts are similar in character and in their terms, so far as 
financial control is concerned, it may suffice to quote from the Act of 
1888, as follows :— 


THE LocaL GOVERNMENT Act, 1888 
SECTIONS 74 AND 80 


“74 (1) At the beginning of every local financial year every county council shall 
cause to be submitted to them an estimate of the receipts and expenses of such 
council during that financial year, whether on account of property, contributions, 
rates, loans or otherwise. 

“(2) The council shall estimate the amount which will require to be raised in 
the first six months, and in the second six months of the said financial year by 
means of contributions. 

“ (3) If at the expiration of the first six months of such financial year it appears 
to the council that the amount of the contribution or rate estimated at the commence- 
ment of the year will be larger than is necessary or will be insufficient, the council 
may revise the estimate and alter accordingly the amount of the contribution or rate. 

“80 (1) All payments to and out of the county fund shall be made to and by the 
county treasurer, and all payments out of the fund shall, unless made in pursuance 
of the specific requirement of an Act of Parliament or of an order of a competent 
court, be made in pursuance of an order of the council signed by three members of 
the finance committee present at the meeting of the council and countersigned by 
the clerk of the council, and the same order may include several payments. More- 
over, all cheques for payment of moneys issued in pursuance of such order shall be 
countersigned by the clerk of the council or by a deputy approved by the council. 

“(2) Any such order may be removed into the High Court of Justice by writ 
of certiorari, and may be wholly or partly disallowed or confirmed on motion and 
hearing with or without costs, according to the judgment and discretion of the 
court. 

(3) Every county council shall from time to time appoint a finance committee 
for regulating and controlling the finance of their county; and an order for the 
payment of a sum out of the county fund, whether on account of capital or income, 
shall not be made by a county council, except in pursuance of a resolution of the 
council passed on the recommendation of the finance committee, and (subject to 
the provisions of this Act respecting the standing joint committee) any costs, debt 
or liability exceeding fifty pounds shall not be incurred except upon a resolution 
of the council passed on an estimate submitted by the finance committee. 

“(4) The notice of the meeting at which any resolution for the payment of a 
sum out of the county fund (otherwise than for ordinary periodical payments) or 
any resolution for incurring any costs, debt or liability exceeding fifty pounds, will 
be proposed, shall state the amount of the said sum, costs, debt or liability, and the 
purpose for which they are to be paid or incurred. 

““ (5) This section shall not apply to county boroughs.” 


ABSENCE OF STATUTORY PROVISIONS FOR MOST BOROUGHS 


24. Observe the concluding words—that this section shall not apply 
to county boroughs—and let it also benoted that the London Government 
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Act of 1899 only applies to Metropolitan boroughs, and it will be realized 
that outside county councils and London boroughs, Parliament has not 
recognized the existence—much less the place—of a finance committee 
in the sphere of administrative control of the finances of local government. 

25. There are those who are so unsympathetic towards administrative 
financial control that they would object to a place being given by statute 
to finance committees of boroughs and urban district councils, corre- 
sponding with that in which stands the finance committee of a county 
council ora London borough, but it is the general opinion that recognition 
is needed by Parliament of the present difference between the position 
of a finance committee of a county council and a finance committee of a 
borough, and that it would be advantageous to the administrative control 
of local finances throughout the kingdom if this led to the like powers 
and duties being conferred upon finance committees of boroughs. 


THE INFLUENCE OF THE FINANCE COMMITTEE IN THE COUNTIES 


26. In county administration, the verdict of a finance committee, 
though subject always to the confirmation of the council, is generally 
regarded as carrying more weight than in a borough, and it may be 
presumed that this is mainly due to the statutory position in which the 
finance committee stands. 

27. In many counties it is not considered necessary to prescribe 
detailed regulations for controlling the finance of the county, the Act 
itself being regarded as sufficient warrant for the finance committee 
doing what it considers to be appropriate in the circumstances of each 
vote, in the exercise of its statutory powers. 

28. Something also depends upon the construction which a county 
council places upon those words of the section quoted— 


“‘ an order for the payment of a sum out of the county fund, whether on account 
of capital or income, shall not be made by a county council, except in pursuance 
of a resolution of the council passed on the recommendation of the finance com- 
mittee, and (subject to the provisions of this Act respecting the standing joint 
committee) any costs, debt or liability exceeding fifty pounds shall not be incurred 
except upon a resolution of the council passed on an estimate submitted by the 
finance committee.” 


29. In other words, financial control, it is argued, may be so fully 
vested in the finance committee as to result in the rejection by the county 
council of any proposal by a spending committee not merely to make a 
payment, but to incur the liability, unless the proposal is made to the 
council with the support and approval of the estimate by the finance 
committee, 
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Finance Departments in Administrative Control 


FINANCIAL REGULATIONS IN BOROUGHS 


30. As the statutory position of the boroughs in this respect is not the 
same as the counties, the initiative in the matter and method of adminis- 
trative control of a borough’s financial affairs originates as a rule in the 
chief financial officer, or in some outstanding member of the council as 
chairman of the finance committee, whereby the approval of the council is 
secured to the adoption of a code of rules or regulations designed to place 
the finance committee in the strongest possible position for the control 
of the town’s finances, without statutory authority behind it, it is true, 
and subject always to the final will of the council itself. 

31. The evolution of a code of financial regulations in use in some 
boroughs constitutes a record of long and sometimes painful history, 
so often is there considered to be a conflict of interest between the various 
spending committees, on the one hand, and the finance committee on the 
other. 

32. There appear to be few phases of local government more con- 
troversial in some places than the relationships which ought to exist 
between committees in charge of public services requiring money for the 
maintenance and extension of their activities, and the finance committee 
upon whom falls the burden of provision for the services. 


THE CONSTITUTION OF FINANCE COMMITTEES 


33. Without any desire to present a view other than one quite detached 
and impartial, it may be said that in many cases this conflict is not one 
of principles so much as personalities, and this leads naturally to an 
examination of the constitution of the finance committee. 

34. Sometimes it is composed of all members of the council, and it is 
difficult to see how such a committee can secure the best system of 
administrative financial control, when (as almost necessarily is the case) 
more members are on spending committees than on all other committees. 

35. In other towns, the finance committee comprises mostly the 
chairmen of all other committees of the corporation, sometimes with two 
or three members added, and good results have accrued in more than one 
town from a finance committee so constituted, though the general verdict 
might be that it was not sufficiently detached from the influence of the 
spending departments to be able to exercise independent judgment in the 
formulation of its policy and in the presentation from time to time of its 
reports to the council upon the financial aspects of the proposals of other 
committees. 

36. The finance committees of to-day are, however, being elected 
more and more upon a principle which recognizes the need for indepen- 
dence of thought and disinterestedness in action when considering 
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proposals made from time to time to the council by other committees, 
involving the council, if such schemes are approved, in financial obliga- 
tions, be it the abandonment or reduction of a source of income, or the 
incurring of additional expenditure on capital or revenue account. 

37. Local circumstances, and in particular local personalities on’the 
council, will all have their influence upon the constitution of the finance 
committee, in the first place, and upon the duties entrusted to it, in the 
second. It would not be wise, therefore, to be dogmatic in considering 
and deciding on the best course of action to be taken in this direction. 

38. It is at the same time possible to indicate broadly the extent to 
which modern developments have led to the adoption of well-designed 
schemes of administrative control, in which the finance committee and 
officers have their place and part, and it may be helpful to turn to the 
Appendix to this Paper, which consists of a series of regulations comprising 
a code or system whereby the local council concerned is given, in the 
circumstances of their case, the greatest amount of assistance in the 
management of their own financial affairs. 

39. To avoid repetition, it is not proposed to recapitulate the out- 
standing features of this system of overhead control of finance, but it 
may be added that such a system has proved to be of value to the 
authorities which have adopted it, without unduly curbing that spirit of 
enterprise and that desire for progress which is inherent in most public 
bodies, and is found in a congenial atmosphere at a meeting of a spending 
committee of any publicly-elected body. 


THE FINANCE OFFICER 


40. The place of the finance department and its officers must always 
depend in the main upon the functions allotted to the finance committee, 
and it is therefore impossible to prescribe a standard list of duties of the 
chief financial officer to every local authority. 

41. It is important, however, that the scope and potential value of 
the service of the chief financial officer should be fully appreciated, for 
upon his personality oftentimes depends the financia] policy of a local 
council. 

42. It would be heresy to suggest that an officer determines the policy, 
but it is equally true that a first-class man as chief financial officer is 
invaluable to a finance committee and indeed to a corporation in 
considering its policy. It is he who can illumine the financial result of a 
decision potentially open to the finance committee or to the local council, 
and policies are not infrequently determined either by desires or fears 
of the consequences in the financial sense, as well as all other influences 
bearing on policy, consistent always, of course, with the public interest. 
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Finance Departments in Administrative Control 


43. Quite apart from the personality of a chief financial officer and the 
leading members of his staff, there is to be considered his experience and 


” professional qualifications, and in this connection it is now recognized 

as an almost indispensable requirement that a chief financial officer of 
. a local authority in Great Britain should be a member qualified by 
; ) diploma as the result of passing the examinations of the Institute of 


Municipal Treasurers and Accountants (Incorporated). 
& , 44. Finally, it may be added that the place of the chief financial 
officer in administrative control in the local government service is not to 


¥" be found on the top of a pedestal above his fellows. He is to be the 
d friendly counsellor and guide, on all matters of finance and accounting, to 
d all his brother officers in the service of the corporation ; he is best when 
* serving as “‘ Comptroller ”’ instead of as “‘ Controller,” with all that this 
§ implies, namely, that in accounts he is well versed and is responsible, 
- though he is not the master of the other head officials of the various 
1¢ } departments. 

45. Nor does a good man either desire or claim to be the general 
t- manager, so to speak, of the corporation’s affairs. The chief administra- 
it tive officer of a local authority is the clerk of the local council, or the town 
a clerk, as the case may be, and administrative control so far as officers 


is concerned is generally most effective when there is a strong town clerk 
at the head with whom the chief financial officer works in complete 
ng accord. 

46. Into the detailed administrative work of a finance department 
there is no need to enter, in preparing a paper for members of a con- 
ference of this kind. That is regarded, for the present purpose, as a 
matter of organization, for the capacity to organize and delegate work 
is the most elementary of all requirements to be found in a chief 
cis financial officer. 


lic 





my 47. His office table should be clear of all old papers and his time mostly 

he spent in constructive thought, looking at affairs always from a point at 
which detail is seen only broadly in its proper perspective, while every 

of prominent feature of the financial landscape receives attention and 

es suitable treatment. 

ca 


48. The routine work of a finance department is as extensive and 
important as any other, but upon the chief financial officer falls a duty 
cy, comparable in its general character only with the functions of the town 
'? clerk, in that he has to view the duties of the council as a whole, and not 


= just as a head of one department of its activities. 
f a 49. If he can at the same time secure the confidence of every committee 
cil, of the council, so that they naturally turn to him for advice and assistance 
wis on all matters of finance, without a suspicion that thereby they are drawn 
{ 


into some conspiracy for the usurpation of the functions of their depart- 
ment, so much the better, for the more a chief financial officer regards 


439 





Public Administration 


himself as an officer of the finance committee only, the less adequately 
he fills his place in the system of administrative control of the finance and 
accounts of the public body whose servant he is, whether he holds the 
statutory office of ‘Treasurer,’ or is styled ‘Comptroller’ or 
“ Accountant.”’ ‘ 


APPENDIX 


EXTRACTS FROM TYPICAL FINANCIAL REGULATIONS IN FORCE °* 
IN AN ENGLISH BOROUGH 


GENERAL INSTRUCTIONS TO COMMITTEES 


1. To appoint 2nd control the assistants, clerks and servants of their respective 
departments and, subject to clause 10 hereof, to determine their salaries, wages, 
and allowances, the security to be taken from each such assistant, clerk or servant 
to be determined by the Finance Committee. 

6. To observe and carry out the Standing Orders of the Council. 

7. To inform the Finance Committee from time to time of the acquisition of 
any property (including Boilers) in their respective departments requiring Insurance, 
and of any alteration in the structure, heating or occupation of any buildings under 
insurance which may necessitate notice to the Insurance Office. 

8. (a) To prepare and submit to the Finance Committee, on or before the third 
Monday in February, the estimates of the probable income and expenditure of their 
respective departments during the then next ensuing year, on revenue account 
and Capital Account. 

(6) Not to permit any expenditure to be incurred on any item not included in 
the estimates of expenditure or in excess of the amount included in the estimates for 
such items without a resolution of the particular Committee and the sanction of the 
Finance Committee. 

9. (a) That before the Committee decides to apply for a loan or to expend money 
out of capital, the Head of the Department concerned shall submit to such Com- 
mittee a Report in writing dealing with— 

(i) The existing works or state of affairs. 
(ii) The objects of the proposed works. 
(iii) A description of the proposed works. 
) Works to be superseded. 
(v) A detailed estimated cost of the proposed works. 
(vi) The annual charges for maintenance. 
(vii) Any other pertinent information. 

The Report shall deal with the whole scheme and not leave any consequential 
works for a later application. 

(b) That a copy of this Report shall be sent to the Borough Accountant before 
the Committee to enable him to report in writing upon the loan charges, etc. 

(c) That the Reports of the Head of the Department and the Borough 
Accountant shall be appended to the Minutes of the Committee concerned. 

(d) That the reports of the Head of the Department and Borough Accountant, 
and the resolutions of the Committee concerned, shall be presented to the Finance 
Committee before they are submitted to the General Purposes Committee or the 
Council, and that the Finance Committee shall make a specific recommendation in 
the case of each proposal as to whether, having regard to the financial effect of the 
proposed works, the scheme shall be approved or otherwise. 
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(e) That a Capital Costs Book shall be kept by the Borough Accountant 



















































showing :— 
id (i) Full details of the amount authorized to be expended out of loan. 
1e (ii) The amount actually expended from time to time out of loan. 
or That the Costs Book shall be submitted to the monthly meetings of the Com- 


mittee concerned and the Finance Committee. 
10. Not to consider any application for increase of wages and salaries without 
first referring such applications to the Salaries and Wages Committee, who will 
report to the General Purposes Committee all suggested increases of salaries and 
wages. 
Note.—This instruction does not apply to the Watch Committee. 
11. To examine and certify under the hands of their respective Chairmen, the 
accounts of their respective departments, and to authorize the Finance Committee 
to order the payment of the wages, allowances and other expenditure of their 
ve departments. 
2S, 12. (a) The Chief Official of each Department shall anticipate requirements, 


nt. “J so that as far as possible all orders shall be submitted to the Chairman before 
dispatch. 

(6) That all accounts, schedules and order books are received and handed to the 
of Borough Accountant on or before the seventh day of each month for the purpose of 
pe, examination as to contract prices and agreement with order books, or special 
ler Minute. 

(c) That where tenders are accepted and amounts or prices are not shown in the 
ird Minutes, an extract from such tender showing the prices and initialled by the 
eir Chairman, is forwarded to the Borough Accountant by the official of the department 
int concerned. 

14. The acts and proceedings of all the Committees, including the Education 

in Commitee (save as by statute otherwise provided for, or where in regard to any 

for matter or matters, it is expressed in the duties of any Committee that the orders 

the and proceedings of that Committee, shall be deemed to be the acts and proceedings 
of the Council) shall be subject to the approval or disapproval of the Council, and if 

ley disapproved shall be of no force or virtue. 

m- 15. Accounts shall be examined and certified by the head of the Department to 


which they relate, vouched and signed by the Borough Accountant, and when passed 
by the appropriate Committee and signed by its Chairman, shall be referred to the 
Finance Committee for recommendation to the Council. 

No account which exceeds the amount authorized by the Council shall be paid 
until special authority is obtained from the Council, or, in case of emergency, under 
the hand of the Chairman of the appropriate Committee which would normally 
approve the expenditure. 

16. Revenue Accounts and Balance Sheets of all trading undertakings shall be 
tial submitted to the Finance Committee immediately after they have been considered 
by the particular Committees concerned. 


5c POWERS AND DUTIES OF COMMITTEES 
ugh Finance Committee 

1. To have the superintendence, management and control of the Borough 
ant, Accountant’s Department. 
nce 2. "’o procure and examine Estimates of Expenditure from the several other 
the Committees, and, if they deem it expedient, suggest the revision thereof by the 
aoe Committee or Committees concerned, and to prepare the general Estimates of 
the Receipts and Expenditure, and take all other proceedings preliminary to the fixing 


441 











Public Administration 


and laying by the Council of all Borough and other Rates, and to order and direct 
notices of proceedings for enforcing payment of such Rates when made, and of all 
accounts due to the Corporation. 

3. Tocarry out all the powers and duties of the Council relating to rating. 

4. To hear and determine applications to be excused payment of any rates in 
whole or part, and to report to the Council as to what bad debts or arrears shall be 
written off. 

5. To consider and report to the General Purposes Committee upon all proposals 
by Committees to exceed any item of expenditure in their Estimates for any year. 

6. To consider and report to the General Purposes Committee upon the financial 
effect of any scheme or work proposed to be carried out by the Corporation involving 
expenditure out of borrowed moneys prior to the sanction of the Council being given 
in such scheme or work. 

7. To examine and pass accounts for the salaries and wages of the various 
officers, clerks and workmen of the Council, and for money payable to Contractors 
on account of contract work authorized by the Council, and for all rents, rates, 
taxes, charges, interest and other outgoings due from the Corporation in respect 
of the occupation of any offices or premises, or by virtue of any deed, instrument, 
or contract, and all other accounts which, in the judgment of the Committee, ought 
to be paid before the next ordinary Monthly or Quarterly Meeting of the Council ; 
and to make orders in writing upon the Treasurer for the payment of such accounts, 
such orders to be signed by three Members of the Committee and countersigned by 
the Town Clerk. 

8. To receive and examine the accounts of the various Committees which are 
to be paid after confirmation by the Council, and to cause such accounts and the 
accounts referred to in paragraph 7 to be duplicated and submitted to the Council 
at the next ordinary meeting thereof. 

9. To negotiate all loans of money which may be ordered by the Council to be 
raised by Mortgage, Stock or Housing Bonds or to be lent to other Authorities, 
and to direct the preparation and issue of Mortgages, Stock Certificates or Housing 
Bonds therefor, respectively. 

to. To direct and superintend the keeping of the accounts of all the Departments 
of the Corporation. 

11. To provide the printing, stationery and stamps required by the Council, 
Committees and Officers in the various Departments, and superintend generally 
the insertion of Corporation advertisements in the newspapers. 

12. To execute and carry out, in the name and on behalf of the Council, all 
resolutions and instructions of the Council from time to time given with reference 
to rates, finances and accounts. 

13. To consider and report from time to time what measures are necessary 
for confining the expenditure of the Corporation within the income of the year. 

14. To examine from time to time the various bonds, securities and deeds relating 
to the officers and property of the Corporation, and to present to the Council at 
the Quarterly Meeting in May. in each year a report thereon. 

15. To have the direction and control of all insurances of the Corporation against 
loss in consequence of fire, boiler explosion, accidents to workmen, or breakage of 
plate glass ; to have the direction and control of all Funds provided or to be provided 
by the Corporation in order to meet any such loss, 

16. To prepare, before the end of the month of March, estimates of the probable 
expenditure of this Committee during the next ensuing year, and submit the same, 
together with the several estimates of the other Committees, to the Council. 

17. To see that the provisions of Clause 12 of the General Instructions to Com- 
mittees are duly observed. 
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18. To apportion between the various Departments affected the cost of all street 
improvements and other works which affect more than one Department, after having 
considered the report thereon of the official or officials having charge of the matter, 
and after giving to the Chairman of the Committees concerned an opportunity of 
being heard as to the apportionment. 

19. To prepare and control the Local Land Charges Register in accordance with 
Section 15 of the Land Charges Act, 1925. 

20. To carry out the provisions of the Economy (Miscellaneous Provisions) 
Act, 1926, Parts I and IT. 





















Salaries and Wages Committee 


1. To consider and report upon all increases of salaries and wages, prior to the 
sanction of the Council being asked to any such increases. 

2. To recommend to the Council the salary or wage applicable to any new 
appointment proposed to be made by the several Committees of the Council. 


Valuation Commitiee 


1. To carry out the powers and duties of the Council under the Rating and 
Valuation Act, 1925, relating to valuation. 

2. To execute all the powers and duties of the Council with respect to applica- 
tions for, abatements from, or amendments or alterations to all or any of the said 
rates, and, in the name and as the act of the Council, to make amendments or 
alterations in any of such rates in such manner and to such extent as the Council 
are by law empowered to do. 
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The Place of Finance Departments, 
Committees, and Officers in Adminis- 
trative Control 


By R. H. R. Tre, LL.D. (Lonp.) 
Town Clerk, Hackney 


ig this paper it is proposed to deal with the subject only so far as it 

concerns local authorities in England. The relationship between 
the Treasury or other Officers of the Central Government who exercise 
financial control and the Departments of State or the various forms of 
financial control of local authorities exercised by State Departments will 
not be discussed. 

The place of the Finance Committee in its relationship with the local 
authority and with the other Committees of the authority willbe examined, 
and also the proper sphere of the Chief Finance Officer and his Department 
in the administration of the affairs of the authority. 


THE FINANCE COMMITTEE 


To deal first with the functions of a Finance Committee. It is 
obviously a sound principle that the local authority, that is the Council 
as a whole, must have the final voice in all matters which have to be 
decided from time to time. The final responsibility for financial as well 
as for all other questions must rest with the body which has been elected 
to represent the ratepayers. 

This ultimate authority and responsibility cannot be delegated or 
evaded, nor is it right in our system of local government that it should be. 
To set up a Committee with delegated powers of full control over the 
finances of the Council would be to create an imperium in imperio and 
would weaken the sense of responsibility of the members of the Council 
individually as well as collectively. 

In these days after the war, when the burden of rates and taxes is felt 
so grievously by all, it is very necessary that every proposed expenditure 
should be carefully considered and that due economy should be the 
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constant aim of local governing bodies. That there should be a special 
Committee, whose primary function is to consider and regulate the finances 
of the authority as a whole, is really a necessity in any large local authority. 
But that such a Committee should have the power to control finances, 
if by that is meant to exercise a power of veto over proposals involving 
expenditure, is neither necessary nor expedient. 

Finance enters into practically every sphere of activity of a local 
authority, but for that very reason it is impracticable to allow the 
Committee specially charged with looking after the finances of the Council 
to deal with the policy involved in the proposals of other Committees and 
exercise a veto. The members of the Finance Committee and the Chief 
Finance Officer and his staff cannot be experts in every branch of activity 
of a large modern local authority which may and generally does possess 
important public utility undertakings. 

Granted that it is necessary for the Council to have the advice and 
assistance of persons who have examined the financial details of a scheme, 
and who are by reason of experience gained through membership of the 
Finance Committee best able to give sound financial advice, it is equally 
necessary for the Council to have before it the advice on a highly technical 
subject of the Committee appointed to manage and control the Depart- 
ment from which the scheme originates. 

For example, to say that the Finance Committee should have power 
to veto a scheme brought forward by an Electricity Committee for an 
increase of electricity generating plant involving a large capital expendi- 
ture, would be as reasonable as to suggest that the Electricity Committee 
should have the right to veto a proposal of the Finance Committee about 
a new issue of stock. 

In the non-revenue-earning departments the question of f s. d. is not 
necessarily the primary consideration. Sanitary services, the making and 
maintenance of highways, housing, and the provision of maternity homes, 
for instance, involve the authorities in definite duties for the general 
health, comfort and convenience of the inhabitants. 

Even in the case of a public utility service such as transport it may be 
expedient and in the best interests of the community to run the service 
at a loss. 

It is submitted that there has been a tendency in recent years, probably 
due in a large measure to financial stringency and soaring rates, to stress 
unduly the importance of the functions of the Finance Committee and 
the Finance Department, and to arrogate to such a Committee claims to a 
measure of regulation and controi of the finances of a local governing 
body, which if carried to a logical conclusion would lead to a weakening 
of the authority of the Council itself. 

Perhaps, not unnaturally, this tendency has not been altogether 
discouraged by Chief Finance Officers in articles from their pens which 
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from time to time have appeared in various local government publications. 
Sir Henry Bunbury in his admirable article, printed in the JOURNAL OF 
PuBLIC ADMINISTRATION for April, 1924, points out that the phrase 
“ financial control ’’ really means giving to somebody the power of saying 
yes or no to something that somebody else wants to do. In other words, 
a veto. 

If the Finance Committee is to have a power of veto over other 
Committees one cannot imagine that public-spirited members of a 
local authority would consent to serve on the other Committees. Is it 
not advisable that those other Committees and Departments should, 
subject to the ultimate authority of the Council, have control in their own 
house? Is anything so deadening and destructive of enterprise and 
initiative in a Committee and the Departmental Officers whom it controls 
as too large a measure of control from outside by another Committee and 
its Officers ? 

The Committees controlling the Undertakings and the non-revenue- 
producing Departments, and the Officers responsible to those Com- 
mittees, should be made to feel that they themselves have a direct and 
primary responsibility to the Council for efficient and economical working 
of the Undertakings and the Departments. That is better than 
inculcating in them the idea that the finances of the Department are really 
the concern of another Committee and Officers controlled by such other 
Committee. Sir Henry Bunbury’s conclusion that economy in the last 
resort can only be realized to the full by economically minded men and 
women, and not by external control, is surely incontrovertible. 

Apparently the Legislature in those instances where it has thought 
fit to make laws dealing with this subject of financial control, has gone 
further than is suggested is expedient in the preceding paragraphs of 
this Paper, by way of giving definite powers to the Finance Committees 
of County Councils, Metropolitan Borough Councils and the Metropolitan 
Water Board under the provisions of the Local Government Act, 1888, 
the London Government Act, 1899, and the Metropolitan Water Board 
Act, 1902, and also in the case of some other local authorities by local 
Acts. These statutory provisions are all couched in similar terms, and it 
will be sufficient to set out here the material sections of the London 
Government Act, 1899 :— 


“S. 8 (3). Every borough council shall from time to time appoint a finance 
committee for regulating and controlling the finance of the council ; and no order 
for payment of any sum, whether on account of capital or income, shall be made 
by a borough council except in pursuance of a resolution of the council passed on 
the recommendation of the finance committee; and any costs, debt, or liability 
exceeding fifty pounds shall not be incurred except upon a resolution of the council 
passed on an estimate submitted by the finance committee. The notice of the 
meeting at which any resolution for the payment of any sum by the borough council 
(otherwise than for ordinary periodical payments) or any resolution for incurring 
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any Costs, debt, or liability exceeding fifty pounds will be proposed, shall state the 
amount of the said sum, costs, debt, or liability, and the purpose for which they 
are to be paid or incurred. Provided that the foregoing provisions shall not apply 
to payments made in pursuance of a precept from another authority.” 


““S.9 (1). All payments to and by the borough council shall be made to and 
by the borough treasurer, and all payments by the council shall, unless made in 
pursuance of the specific requirement of an Act of Parliament, or of an order of a 
competent court, be made in pursuance of an order of the council signed by three 
members of the finance committee present at the meeting of the council, and counter- 
signed by the town clerk, and the same order may include several payments. More- 
over, all cheques for payment of moneys issued in pursuance of any such order shall 
be countersigned by the town clerk, or by a deputy approved by the council.” 


Now lawyers have not been entirely in agreement as to what is meant 
bys. 8. The writer has had the opportunity of reading the opinion of an 
eminent counsel of great experience in local government and of discussing 
the question with another barrister of equal eminence. 

It is probable that a Finance Committee under these Acts has absolute 
power to hold up the making of orders for the payment of money and to 
stop the incurring of new liabilities if over £50, and that the Committee 
in this respect is not under the control of the Council. The Committee 
can prevent the matter ever reaching the Council. The section does not 
appear to impose upon the Finance Committee any duty to recommend 
an order for payment or to submit an estimate for the incurring of a 
liability. Such being the case, the Committee may refuse to recommend 
a payment or to bring up an estimate to the Council, and the latter would, 
it appears, have to exercise its ultimate control by the clumsy expedient 
of dissolving the Finance Committee and appointing a new one willing 
to fall in with its wishes. The principle decided by Huth v. Clarke (25 
Q. B. D. 391) that a local authority having delegated its powers to a 
Committee can itself resume those powers and act at any time, would not 
apply to the case of a Finance Committee set up pursuant to statutory 
direction and exercising statutory powers. 

In the Metropolis, at any rate, there might be difficulty in the Council 
exercising its powers and dismissing a recalcitrant Finance Committee 
by reason of the requirements of the Metropolis Management Acts with 
respect to the rescission of resolutions, such rescission requiring a two- 
thirds majority in some cases. 

If the real meaning of the above statutory provision of the London 
Government Act, 1899, and the other Acts mentioned be as above 
suggested, then it is submitted that the Legislature has gone too far 
and that carried out strictly the Acts would prevent the Council being 
master in its own house. That this is so is suggested by the actual 
practice obtaining with the London County Council and in the Metro- 
politan Boroughs. In the case of the London County Council the by- 
laws provide for a proposal of a Spending Committee going direct to the 
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Council if the Finance Committee fails for three meetings to submit to 
the Council a report or estimate upon the scheme. Whether this by-law 
is ultra vires, having regard to the definite provisions of the Act is not 
within the scope of this Paper to consider. 

Enquiries with respect to the practice obtaining in the London 
Boroughs have been addressed to the Town Clerks and replies received 
from twenty-seven. 

The questions and the replies are here given :— 


QUESTION REPLY 
1. Whether the Finance Committee oA 
; ; 6 ‘‘ Yes. 
refuses to submit to the Council , ; 3 
; : (4 ‘‘ Only in rare instances.’’) 
estimates of expenditure proposed a1 “No.” 
by the other Committees nie 
2. Whether the Finance Committee 
vetoes without reference to the Wy ” 
; 4 ‘‘ Yes. 
Council a proposal of another Com- 23 “No.” 


mittee that the Council should incur 
a liability over £50. 


Thus it will be seen that in practice even in the London Boroughs, where 
there is a statutory Finance Committee with definite powers and duties, 
that Committee does not in general exercise a veto. 

It is suggested that the proper functions of a Finance Committee should 

be :— 

(1) To advise the Council not only as to the immediate expense 
involved in carrying out a scheme proposed by another Com- 
mittee, but to give full information on the final and cumulative 
effect of the proposals. 

(2) To see that nothing is paid by the Council unless the particular 
bill is legal and proper in every way, or unless the Council has 
been fully advised of all the circumstances before agreeing to 
the payment. This involves the examination of all accounts 
for payment. 

(3) To present to the Council an annual budget, i.e. estimate of 
revenue and expenditure. 

This budget should be prepared from information supplied 
by the Spending Committees, and in case of a difference between 
any one of those Committees and the Finance Committee 
there should be consultation between the two. If they fail 
to agree the Finance Committee should formally present the 
estimate prepared by the other Committee though they need 
not endorse it and might themselves put forward an alternative 
estimate, or even recommend that the liability should not be 
incurred at all. 
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(4) Similarly any proposals involving expenditure not dealt with in 
the annual budget should be submitted to the Council 
concurrently with an estimate of the Finance Committee. 

(5) To regulate the Finances of the local authority by means of 
regulations and rules for Committees governing, e.g. the framing 
and submission of estimates, the certification of accounts, the 
keeping of stores and costs accounts, and stocktaking. The 
Committee will of course obtain the assent of the Council to 
these rules and regulations. 

(6) To furnish the Council with an annual budget of capital expenditure 
and with periodical reports of capital commitments. 

It is probable that with many authorities too little attention is paid 

to an adequate budget of capital expenditure. 

There is no obligation on a local authority to prepare an annual budget 
of capital expenditure, and schemes are prepared and presented to the 
Council at any time without co-ordination, the Council considering each 
scheme separately on its merits. The present total municipal debt is 
about £850 million and the requirements of local authorities on loan 
account during the coming financial year are estimated at £160 million. 

The other Committees should prepare and submit to the Finance 
Committee at the same time as the annual budget an estimate of capital 
expenditure proposed for the year. Not only the immediate but also 
the cumulative effect of a proposed capital outlay should be considered 
and form the subject of report by the Finance Committee to the Council. 

The Council would thus have periodically brought under review the 
position with regard to loan indebtedness. 

Any scheme propounded by a Department or a Spending Committee 
may have many claims in support of it, and in fact it may be difficult to 
say that the scheme in itself is undesirable. But it is just as important 
that the Council should have full details of the financial aspect of the 
scheme itself and of the general position with regard to past and con- 
templated borrowings, so that the Council should know what its position 
is with respect to income and expenditure for the year. 

Otherwise the Council may be in the position of creating a situation 
in a few years’ time where the load of debt or capital charges outstanding 
is beyond the capacity of the ratepayers. 

Though the latter generally take a lively interest in any proposed 
increase in the rate they in general show little concern over Private Bills 
or Local Enquiries, where the expenditure of very large sums on capital 
account are contemplated. 

In this matter of capital expenditure it ought to be possible for the 
Finance Committee in co-operation with the other Committees of the 
Council to frame an estimate of projected capital expenditure over a 
longer period than the succeeding financial year, say for three years. 
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Such a three years’ provisional estimate of capital expenditure would 
be an invaluable guide to the Finance Committee and the Chief Finance 
Officer when considering and arranging for future borrowings and raising 
of capital and the position of reserve funds. 

It would also help them to determine the probable effect on the 
revenues of an undertaking both in the immediate and in the more remote 
future. 

The Finance Committee should also present to the Council once a year 
a statement showing the position with regard to loans maturing and which 
will go out of charge during, say, the succeeding three years. 

These three :— 

(a) annual estimates of capital expenditure ; 

(6) annual statement of contemplated capital expenditure for a 

period of three years ; and 

(c) a statement of loans maturing ; 
will result in the claims of the several departments asking for capital 
expenditure to be incurred, being considered in the light of the Council's 
finances as a whole. 

As things are at the present time under the procedure of a great many 
local authorities, it is feared that proposals for capital expenditure 
are considered generally by way of supplemental estimate at any time, 
and each proposal on its own merits without relation to the total capital 
expenditure of that department or to the finances of the Council as a 
whole. 

So much for the duties of the Finance Committee in its relationship 
with the other Committees and with the Council itself. It has been shown 
that its powers should be advisory and not inhibitory and the ways in 
which its advisory function can most usefully be of service to the Council 
have been briefly sketched. 


THE FINANCE OFFICER 


And now the proper place of a Chief Finance Officer and his depart- 
ment in local government administration will be considered, but it is not 
necessary for the purposesof this Paper to go into details as to the organiza- 
tion of a Finance Department or to discuss the wide ramifications of 
modern local government finance. Rather is it desirable to indicate 
briefly the general principles which it is considered should guide the Council 
of a well-governed municipality in settling the powers and duties of its 
Chief Finance Officer and his staff. It is very true that in a municipality 
of any size to-day such an officer and most of his staff require to be 
specialists by training and experience. The duty of such officer extends 
far beyond that of keeping the accounts of the authority. 

Although the Finance Officer is most intimately associated with the 
Finance Committee he ought to be the adviser of all other Committees 
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on financial questions upon which his advice is sought. A Head of 
Department ought not to regard himself as an officer attached to one 
particular Committee. Whilst it is true that each officer and his depart- 
ment is primarily subject to the control of one Committee only, yet each is 
an officer of the Council and his services ought to be at the disposal of any 
Committee as required. It would probably be found to facilitate business 
if, for example, the Chief Officer of a public utility undertaking operated 
by a municipality attended the Finance Committee when that Com- 
mittee was considering estimates or proposals involving financial 
considerations emanating from the particular department. Conversely 
the services of the Finance Officer ought to be at the disposal of the 
spending Committee in the early stages when a scheme involving expendi- 
ture is under consideration. This is better than waiting to criticise when 
in due course the matter comes up to the Finance Committee. 

The Town Clerk as clerk and solicitor of all Committees is responsible 
for advising all of them on matters of procedure and law, and in many 
other directions in which his advice is sought. The Finance Officer 
should be in similar relationship with all Committees on matters con- 
cerning finance. 

In the preceding part of this Paper it has been submitted that the 
proper sphere of a Finance Committee is to act in an advisory capacity 
tothe Council. Similarly the proper function of a Finance Officer beyond 
his duty as a keeper of accounts should be to advise the executive Com- 
mittees and their Chief Officers on all financial questions, and to see that 
any proposal is not judged on its own merits in isolation and without 
reference to its effect and reaction upon the finances of the authority 
asa whole. It is submitted that these duties of the Chief Finance Officer 
will not in any way interfere with what is perhaps his main duty as the 
adviser to the Finance Committee when they are considering the financial 
aspect of proposals submitted by the executive Committees. 

Whilst policy is one for the Council guided by the executive Committee, 
it is for the Finance Officer to see that the financial aspect of a proposal 
receives full consideration and that the estimates produced by the 
departments are reliable. 

If he does not himself keep the accounts of the department it would 
seem that he ought to be satisfied that the method of account keeping 
is such that accurate figures will be available to the Committee from 
time to time to ensure that estimates are not exceeded. 

Full co-operation between the Town Clerk, the Finance Officer and 
the Executive Officer of the department is absolutely necessary for the 
smooth and efficient running of the administrative machine. No amount 
of financial rules and regulations can actually take the place of this spirit 
of co-operation for the good of the municipality. 

By almost universal practice in the larger authorities it is recognized 


451 





Public Administration 


that the Finance Officer and his centralized department are the 
Accountants of all the rate fund services. He keeps all the books and 
accounts. There are minor exceptions, as in some cases one finds that 
though the Finance Department makes all payments by cheque cash 
payments are made by the respective departments. Again, in ‘some 
places wages are paid by the departments. Frequently also prime costs 
and stores accounts are kept by the Works Department. 

There is no such general uniformity with regard to the accounts of 
the revenue-producing undertakings. Thus in some places the under- 
takings are practically self-contained, whilst in others the claim that it is 
a sound principle of administration that the duties of departments should 
be allocated according to the nature of the work performed has been 
upheld, and the Finance Officer is made responsible for all accounts and 
financial work even in the undertakings. Whilst it may be difficult to 
assail this in theory, the writer inclines to the view that in practice it will 
be found expedient to give the public utility undertakings the greatest 
possible measure of autonomy within the local government machine and 
not to insist upon their accounts being treated exactly on the same footing 
as the accounts of the non-revenue-producing services. 

The practice at Birmingham as outlined in the Paper by Mr. J. B. 
Johnson, F.S.A.A., printed in the Journal of the Institute for October, 
1926, seems to be sound. 

The undertakings should have a free hand to manage their own 
business without undue interference. They should be able to fix prices 
and regulate their expenditure. The disposal of any surplus or the pro- 
vision for any deficiency should be a matter for the Finance Committee 
after taking the advice of the Executive Officer and the Chief Finance 
Officer, but if that Committee and the Finance Department had a say in 
the fixing of prices or the regulation of expenditure by the undertaking 
they would not only control the disposal of any surplus but they would in 
effect be able to say how much that surplus had to be. The undertaking 
should be judged by results on its balance-sheet, and as finance is so 
inextricably mingled in its every action it should be left to the single 
control of the Executive Officer responsible for the department. To do 
otherwise is to introduce a measure of dual control. 

It is said by those who favour centralized financial control and 
administration throughout, including the undertakings, that a watertight 
system of departmental administration including account keeping involves 
grave risks, and the Wolverhampton education department case of 1917 
and the Liverpool housing department case of 1921 are cited in support. 

It is true that the Departmental Committee on Accounts of Local 
Authorities in 1907 recommended “ That an officer who is responsible 
for or directly interested in any branch of administration should not 
control the final accounts thereof, and an officer who collects or disburses 
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money should not be allowed to keep the accounts on which the cash 
transactions are based.” But that Committee also recommended “ That 
officers entrusted with the supervision of the finances and the accounts 
should have no part in the administration or in the receipt and payment 
of money.” 

Do we ever hear it suggested that the Borough Treasurer or Accountant 
should be divorced from all control over receipt and payment of money ? 

The London Government Act in fact provides that all payments to 
and by the Borough Council shall be made to and by the Borough 
Treasurer. 

The Borough Treasurer in nearly every case in the Metropolis is also 
the Borough Accountant. 

It is suggested that the risk above mentioned can be minimized— 
though not prevented, as no regulations can prevent the perpetration of 
a fraud by a fraudulently minded person sufficiently astute—by the 
adoption of a system of internal check within the undertaking, by a 
continuous audit carried out by the Chief Finance Officer’s staff, and also 
by the adoption of another recommendation of the Departmental Com- 
mittee above mentioned, i.e. ‘‘ uniformity should be insisted upon by 
means of regulations in regard to the general system in which the accounts 
should be kept.”’ 

Let these suggestions be adopted :-— 

(1) Internal check by the Executive Department and internal audit 
by the Finance Officer’s Department ; 

(2) Conformity to regulations in account keeping ; 

(3) Constant co-operation between the Chief Finance Officer and the 
Executive Officer and full information by each being given to 
the Finance Committee and the Committee controlling the 
undertaking ; 

(4) The Finance Committee, subject to the ultimate control of the 
Council, to provide for the disposal of surplus or the provision 
of deficiency. 

The undertaking will then be able to manage its own affairs with as 

little interference and control from outside as possible. 

It is claimed that it will still be in every respect part and parcel of the 
municipality and will be in no sense functioning as a watertight 
compartment. 

In conclusion it may be stated that even in those places where the 
publicly owned utility undertakings’ accounts are kept by the under- 
takings and not by the central finance department, it is obviously 
convenient that the Chief Finance Officer should be made responsible 
for the operation of such matters common to all the local authorities’ 
services, as raising of capital money, income tax settlement, banking 
and insurances, and in practice this arrangement generally obtains. 
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The Place of Finance Departments, 
Committees, and Officers in Adminis- 


trative Control 


By Lutuer Gutick, M.A., Pu.D. 


Directoy National Institute of Public Administration and New York Bureau of 
Municipal Research 


2 the United States we are not vexed by this problem of financial 

control as you appear to be from the thoughtful and excellent papers 
and comments of Mr. Hurst, of Mr. Collins, of Mr. Tee, and of Sir Henry 
Bunbury. We have our difficulties, but the conflict of independent 
administrative committees with fiscal committees is not one of them. 
This is due to the underlying principles of governmental organization 
with which we are experimenting. We have a very real separation of 
executive and legislative authorities, and a resultant unification 
of executive functions. Both our legislative representatives and our 
chief executive officer hold independent mandates from the electorate. 
This is true in our national government, in our state governments, and 
in a large number of our city governments. Where there is a single 
important elected chief executive with direct responsibility to the voters, 
he appoints the heads of all departments, including the service or spending 
departments and the staff or control departments, and so has complete 
control of administrative programme and policy within the scope defined 
by law. This control is exercised personally and directly in conference 
with departmental heads concerning the more important orders, acts, 
decisions, and rulings of the departments, and it is exercised also through 
financial measures. In the highly developed governments, like the larger 
cities, the states, and the federal government, the mechanism of fiscal 
control is highly developed and differentiated under a department of 
finance, and differences of opinion do arise between the comptrollers or 
budget officers and the heads of the service departments, but these 
are settled by the chief executive to whom both are responsible in the 
light of the general programme for which he stands before the people. 
You will note that this system which we are developing is calculated to 
produce vigour in administration and a unity of executive programme. 
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It results in a complete fusion of exécutive control and of financial 
control, though, as I have said, there is of course a division of labour in- 
volved except in the most amcebic governmental units. With us one 
man holds the reins, wields the whip, and manipulates the brakes, though 
the final destination and often the details of the routing are determined 
by others. 

I should hasten to add that this unity of the executive is not universal. 
It is the idea toward which we are driving and has been achieved in a 
conspicuous degree in our national government ; in the state governments 
of Illinois, New York, Massachusetts, and Tennessee ; and in the city 
governments of New York, Boston, Cleveland, Detroit, Dayton, Denver, 
and in many others. It has not penetrated to our counties or to our 
rural authorities, which are governed in the main by your system of 
council committees, though there are generally a number of elected 
executive officials as well. Our system of local government is set up 
by forty-eight states, few of whom follow a uniform scheme within their 
own borders. This makes it difficult to say that the system in the United 
States is thus and so. My generalization must therefore be taken as 
subject to many exceptions. They are true, I venture to believe, of 
our present tendencies if not of all cases. 

Profiting by your long experience, and by our own experiments, we 
know that the budget system with its various stages as outlined by 
Mr. Hurst is the key to intelligent and systematic public finance. 
Practically every governmental authority, with the exception of the 
small rural units, now has a “ budget system.’”’ But it is very new. 
The term ‘“ budget’ was almost unknown until 1906, when the New 
York Bureau of Municipal Research was organized and its staff of 
specialists in public administration was brought together under the 
leadership, on the technical side, of Dr. F. A. Cleveland, and the need 
of a budget was brought to the attention of the thinking people, the 
politicians, and the press in connection with practical work for cities, 
states, and the national government. But even so, I am not sure that 
much would have come of our untiring efforts except for the fiscal needs 
arising with the war. In desperation every important authority rushed 
to embrace a “ budget.’’ The word became a fetish throughout the land, 
so that now every city can show you its “ budget,”’ but very few know 
what the word means or what is implied in a thoroughgoing budget 
system. 

Our experience, both the successful and the unsuccessful—and we 
have a good deal of each—leads us to feel that executive control and 
fiscal control are essentially non-separable. They arrive at the same 
result. We are, therefore, combining the two powers in the hands of 
one executive, though the actual exercise of the functions may be 
delegated to different subordinates. We do not see how you can separate 
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fiscal control and executive control without diffusing responsibility and 
making a unified general programme almost impossible. 

I am struck by Mr. Hurst’s recognition of the “‘ retrenchment stage ”’ 
as a normal though intermittent step in public affairs. Is it not possible 
to institutionalize this stage ? We have many officers responsible’ for 
spending, should we not have an officer responsible for economizing ? 
I think that we in the States are moving in this direction with the 
development of budget officers, especially where this is coupled with what 
we call “‘ executive allotments.” As the term implies, these are spending 
allowances for a short period of time made by the budget officer, as a 
representative of the chief executive, within the budget appropriations. 

Reading between the lines of Mr. Collins’ extremely practical and 
precise suggestions, it seems to me that you are headed in the same 
general direction. This gives us greater confidence that we are on the 
right track. 

We should be much interested to know how English cities achieve 
a balanced municipal programme and a unity of plan for the development 
of the city’s services under your committee system. We have failed 
to do it with committees, and would be interested to know where you 


have done it and how. 
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Committees, and Officers in Adminis- 
trative Control 


Control of Public Finance in Denmark 


By K. H. Kororp 


Director of Department, Ministry of Finance, Denmark 


i> Sage legal authority for the arrangement of the Danish State finances 
is contained in Article 47 of the Constitution which reads as follows : 


“Immediately upon the assembling of the regular Diet the Finance Bill for 
the following fiscal year, containing a survey of the State revenue and expenditure, 
is to be presented.” 


The financial year extends from 1st April to 31st March and Parliament 
assembles regularly on the first Tuesday in the month of October, by 
which date the Finance Bill has to be ready. Preparations for this event 
are proceeding in the various ministries not later than the month of July, 
when the central authorities within each ministry consider for the first 
time the demands and calculations of the chiefs of their respective 
institutions. About the 15th August, the contributions of the various 
ministries towards the Budget are collected by the Ministry of Finance, 
and a complete perusal of them takes place with a view to ascertaining 
that the rules laid down by the Ministry of Finance for the Finance Bill 
and the annotations thereto, have been complied with, and that the 
demands on the exchequer do not exceed its capacity. 

Where differences of opinion arise between the Ministry of Finance 
and other ministries, negotiations are carried on verbally, although 
frequently they involve a most detailed examination of nearly all the 
items of the expenditure account. If during this perusal of the Budget 
questions arise, on which the representatives of the Ministry of Finance 
and the ministry concerned do not reach a complete agreement, the issue 
is referred to the Chancellor of the Exchequer, the matter being finally 
decided by negotiations between the Chancellor and the ministry con- 
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cerned, or, if particularly important, by the Cabinet. These negotiations 
having been finished, the Finance Bill is printed and presented to Parlia- 
ment as the first bill of the session by the Chancellor of the Exchequer. 

The first reading in the lower House deals with the Finance Bill on 
general lines, after which it is sent to the Finance Committee. This 
committee has gained a special importance, as its decisions, particularly 
those endorsing Government financial proposals, are accepted as pledging 
Parliament. This practice, for which no authority is claimed either in 
the constitution or in any law, has become an established custom which 
no political party challenges ; it is of great practical importance, and it 
must be counted as one of its virtues that it enables the authorities to 
act quickly and without too much red tape. 

Great importance must be attached to the position of the Finance 
Committee as a controlling organ. Thus it is competent to gather any 
supplementary information on the different items of the Finance Bill, 
and it may call upon any ministry to explain and justify its financial 
proposals and administration. The work of maintaining financial control 
over all Departments of the State is, however, too great and too technical 
to be effectively undertaken by a parliamentary committee containing 
few specialists on financial matters, and subjected to frequent changes in 
its personnel. It has therefore been considered whether it would be 
possible to increase its efficiency by attaching to it boards of experts. For 
instance, it has been discussed whether a board comprising a few experts 
on building questions might be appointed to assist the Finance Committee 
in its consideration of schemes for building and repairs of State property. 
So far, however, action has been confined to the appointment of a sub- 
committee, within the Finance Committee, consisting of four members, 
who are to go through all such schemes. On the other hand, as far as 
the payment of the Government employees is concerned, a special board 
has been appointed, consisting of representatives of the various political 
parties, the unions of Government employees, and the Civil Service. 
It is a permanent body which states its opinion on all remuneration 
questions laid before it either by representatives of the Civil Service 
or by the Finance Committee ; and in practice its opinion is always 
asked before a decision is reached by the Finance Committee. 

The power of the Finance Committee to exercise financial control has 
been weakened in another direction. In regard to public works (railways, 
postal, and telegraph service, etc.), it has been rightly argued that, as 
nearly every one agrees that these should be run on business lines, one 
must give their administration a fairly free hand. The items in the 
Finance Bill for these works have, in recent years, consisted of big totals 
only. A rather detailed specification is still retained in the annotations 
to the bill, the importance of which, however, is essentially curtailed by a 
preliminary general reservation, reading as follows : 
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“The information contained in the following annotations is to serve as a 
guidance only, indicating the preliminary administrative considerations when the 
budget was prepared ; they are not binding in regard to the expenditure of the 
amounts in question.” 


This arrangement only applies to those State undertakings which 
yield a revenue. As far as the other State institutions are concerned the 
Budget allocations are rather detailed, though in regard to certain accounts 
a rider is added to the Finance Bill, to the effect that what is saved on 
one sub-account may be spent on another; these, however, are the 
exceptions. 

In the normal course of events, the ordinary Finance Act comes in 
force by 1st April. If for any reason the Finance Act has not been passed 
by that date a temporary bill of appropriations is passed. According to 
the Constitution a temporary bill of appropriations must not give authority, 
as far as the ordinary items are concerned, to defray expenses which would 
be higher than those authorized by the last Finance Bill, plus the Supple- 
mentary Budget, and as regards undertakings outside of the routine 
administration, only such expenses must be defrayed as are indispensable 
for works under construction. During this century it has only twice 
been necessary to avail ourselves of temporary bills of appropriations. 

The problem of the temporary bill of appropriations does not offer 
any administrative difficulties. Of greater interest, however, is the 
procedure which must be followed when a ministry desires to make an 
addition to its budget either during the progress of the Finance Bill 
through Parliament, or after it has become law. As long as the Finance 
Bill has not been passed, i.e. between 1st October and rst April, items are 
dealt with, by including them in the bill as amendments, the opinion of 
the Finance Committee having been asked. When the Finance Bill has 
been passed, the position is somewhat different. If it is only a compara- 
tively small excess on a grant that is required, the matter is usually 
settled by defraying the amount in excess, with a proviso, that an 
explanation is given, when rendering the account. In other cases a 
supplementary grant must be asked for. This takes place through 
the so-called supplementary Budget, which is presented to Parliament 
during the last quarter of the financial year, usually in the month of 
January. The rule has been laid down that in either case ministries must 
not approach the Finance Committee on the question of a new grant or 
an increase of an appropriation already granted, unless the opinion of the 
Ministry of Finance has been asked beforehand. There is no legal 
authority for this arrangement, which was introduced a few years ago 
with the approval of the ministries, and has been upheld when the 
Cabinet changed. 

According to Danish legislation, the duties of the audit authorities are 
as follows : 
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(1) To check the counting and the keeping of the books (the cashier 
control). 

(2) To ascertain that laws and regulations in force are complied with 
(the administrative control). 

(3) To watch that the grants are used in accordance with their purpose 
and that the amounts fixed are not exceeded (the budget 
control). 

(4) To see to it, that the economy required is being exercised (the 
critical finance revision). 


I do not intend on this occasion to enlarge on the first and the second 
of these duties which are mainly of a formal accounting and juridical 
nature, but I would like to mention that these functions, according to 
circumstances, are exercised either by officials acting for the respective 
chiefs of administration, or by officials employed by special independent 
auditing institutions, called chief audit departments. Of these depart- 
ments there exists four of similar character and power, each controlling 
about one-quarter of the administrative area of the State. 

Of greater importance is the so-called Budget Control. It is exercised 
by two different organizations of quite different origins, viz. the State 
auditors and the chief auditors whom I just mentioned. There are four 
State auditors appointed by Parliament chosen as a rule from among the 
members of that body. Their work which is fixed by the constitution 
is to peruse the annual State account in order to ascertain that all receipts 
have been included, and that no expenses have been defrayed, without 
a corresponding grant in the Finance Bill, or some other bill of appropria- 
tions. Their observations are enclosed with the State account, on its 
presentation to Parliament. The task of the State auditors is extensive, 
but they lack expert auditing experience, and it has therefore been 
considered whether the whole accounting and auditing staff of the 
Government should not be placed under them. However, as it was not 
desirable that the State auditors, being a Parliamentary organ, should be 
drawn into economical and juridical disputes, this proposal has never 
been adopted ; we established chief auditing departments instead. Their 
heads, the chief auditors, and the officials of whom they are in charge, 
are appointed under the same law as the administrative officials. Their 
special province is to ascertain that receipts and expenditure are in agree- 
ment with the laws and with contracts entered into, etc. The State 
auditors and the chief auditors have been made to co-operate by the 
establishment of an institution called the State Account Board on which 
both groups of auditors have a seat. In addition to this the services 
of the chief auditors, when required, are placed at the disposal of the State 
auditors, for whom, in fact, they prepare all the materials for their work. 
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Officials and Policy 


By Sir Apair Hore, K.B.E., C.B. 


} hue relation of the Civil Servant to policy is a subject not free from 
entanglement with prejudices, some of which are wholly sound, 
while others are equally ignorant. Difficult to handle as it may be, it is a 
topic that, in its general purpose of creating an intelligent self-conscious- 
ness in the public service, this Institute cannot ignore. 

Let me start with these prejudices. They are not confined to this 
country. Though some of them are more marked among us than else- 
where, owing to accidents of constitutional or political history, they are 
common to all countries enjoying Parliamentary government. 

There is the prejudice of the market-place, which pictures the Civil 
Servant as a Mandarin wielding an irresponsible and arbitrary authority 
whereby he perverts the benevolent policy and intentions of both 
Ministers and legislature in accordance with some narrow standards of his 
own. On analysis the prejudice is found to be based on complaint of the 
regulation-making power, or of stringency in the application of regulations 
or in the practice of a department. 

More important is the prejudice, slight as it is, which is founded on the 
fact that the civil servant in this country has a virtual security of tenure 
independent of political changes, and has no political status which would 
render him accountable to Parliament. This position used, indeed, to 
be a ground of criticism of English government with certain American 
writers of the nineteenth century, who found in it a subtle device to 
enable government to evade popular control. No one in this country 
at the present date seriously questions the propriety of a permanent 
Civil Service. But among politicians who have not had experience of 
office there crops up occasionally the suspicion that the policy of a depart- 
ment may be in some degree influenced by the Civil Servant, who cannot be 
questioned or made responsible for it to Parliament, and who, in virtue 
of his security of position, may be supposed to be able to give a more 
permanent bias to policy than can be given by any temporary political 
head. 

I want to emphasize the fact that both these prejudices or suspicions, 
increased as they may be by ignorance, are not unnatural. We in this 
country are, if I may put it crudely, governed by amateurs, acting through 
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the instrumentality of experts. This is more or less the case in all 
countries which have Parliamentary government. But in this country 
we are profoundly suspicious of the expert, especially of the expert in 
office. An interesting instance of this suspicion occurred recently. 

Mr. Bernard Shaw has, as a Socialist, been for many years a protagonist 
of Trade Unionism ; but when two years ago some popular complaint 
arose against the General Medical Council and the medical profession 
claimed that medical practice should be controlled exclusively by medical 
men, Mr. Shaw expressed the utmost abhorrence of the principle of their 
claim and demanded the admission of laymen into the Council. I regard 
this instinctive suspicion as a perfectly healthy one. Government in any 
sphere exclusively by experts would end by becoming as intolerable as 
any tyranny—if, indeed, it had not previously convicted itself in some 
direction or other of practical folly. Our only defect—and one in which 
we are not singular—is that we have not yet determined, are only, 
indeed, beginning to determine, the status of the expert. 

At the outset, then, I would say frankly that there never has been a 
period in which the Civil Servant has not, in practice, had some share, 
suitably to his particular status, and some say in policy. I need only 
remind you of the notable day when Nehemiah, in his prophetic capacity 
as Minister in charge, and Ezra the Scribe together succeeded in pacifying 
a distracted people by discovering the body of official regulations, known 
as the Book of the Law. Their respective shares in the business are not 
stated, but plainly it was in some sort a joint affair. In later days the 
respective functions of prophet and scribe were often confused—the 
prophet becomes at times a figure-head and the latter the real framer of 
policy. Samuel Pepys was, on occasion, the direct adviser of the King 
and his Council. But ever since the modern system of Parliamentary 
government permanently defined the respective spheres of Minister and 
Civil Servant, the practice of consulting and calling for the advice of the 
responsible Civil Servant has been general. Any Civil Servant of standing, 
past or present, will tell you that when the Minister (as a result of his 
personal consideration or as a matter of government or party wish) 
inclines to a new departure of policy, he ordinarily consults his chief 
responsible official. ‘“‘ I want to do this or that,’’ he will say, “ or to adopt 
such and such a policy or change of policy : think it over and let me have 
your views on what we can do in that direction.” 

You will say, quite properly, that this is only what any man of common 
sense would do. He would naturally, if he found himself responsible for a 
big business, consult the most experienced officer in charge of its routine 
management. The important question then is whether the advisory 
function of the Civil Servant in regard to policy is merely the incident, 
natural as it may be, of his executive responsibility and experience—in 
which case it would obviously be open to a Minister to consult or not 
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consult the responsible officer as he chose, or to consult any official who 
might commend himself as likely to give the kind of advice that he, the 
Minister, might want—or whether this advisory function is inherent in 
the functions of the responsible chief officer of the department. In other 
words, is the position of the responsible Civil Servant in regard to policy 
an accidental or a constitutional one, and if the latter, what is the character 
of that position ? 

The answer is, I think, clearly that the Civil Servant is not responsible 
for policy—that responsibility is and must remain indefeasibly with the 
Minister—but he has a specific responsibility in relation to policy and that 
responsibility is a constitutional one. 

This position has been of slow development and is still in process of 
evolution. It has come about like so many other developments of public 
administration as an indirect consequence of political changes and political 
events. The position indeed exists to-day rather as a fact than a formula. 
The history of the matter is a long one, and I shall limit myself to the three 
or four salient landmarks in it, which are essential to the understanding 
of it. 

The first stage in the history was the establishment of the parlia- 
mentary responsibility of the Executive. When in the first half of the 
nineteenth century the principle was established that the conduct of the 
policy and business of His Majesty’s Government must be vested only 
in persons who were recommended to the Crown for appointment as 
members of the party (or coalition of parties) who could command the 
goodwill of a majority in Parliament, there ensued two consequences. 
On the one hand, the appointed Minister of a Department of State became 
the only one answerable to Parliament for the conduct of that Depart- 
ment. In this position the Minister assumed responsibility for the conduct 
of his Department, and for the acts of his officials. On the other hand, the 
Minister became a political personage, whose appointment and tenure of 
Office were determined not by his technical knowledge or the success or 
otherwise of his conduct of the Department, but by party considerations 
or the political fortunes of the Government of which he was a member. 
The Minister ordinarily comes to his Department without any prior 
experience of it, or particular knowledge of its duties, and he frequently 
leaves it after a period of a year and rarely exceeds five years. Indeed, 
the average period of tenure of Office has probably on the whole become 
shorter in proportion as, for political reasons, the lifetime of Parliaments 
has been steadily shortened. 

The political character of the Minister carried certain important 
consequences for the Civil Servant. It threw into high relief two things 
which are essential to sound public administration under any normal 
conditions—continuity and expertise. 

In all public administration by far the major part consists, and 
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always must consist, of sheer routine business—as distinct from changes 
of policy or method—and any civilized community demands first of all 
a continuity in the conduct of that business. Not only must the com- 
munity as a whole be assured of a bare continuity of public administra- 
tion, but each of the multiple sections of the community which are con- 
cerned directly or indirectly with each of the public Departments must be 
assured that its public business, and the spirit and practice of the con- 
duct of that business, are in the main stable. The fact that political 
changes of Departmental headship may occur, and may through the 
accidents of party politics occur often and at wholly unexpected occasions, 
makes it the more necessary to secure at some defined point in the 
Governmental machine a continuity of administration, which shall not 
be imperilled by circumstances irrelevant to itself. And this requirement 
of continuity is the more pressing in proportion as, on the one hand, the 
commercial and industrial business of the nation is considerable, and as, 
on the other hand, Government takes a more active part (as it has done 
in recent years) in the daily concerns and relations of members of the 
community. The necessary element of continuity has been secured in 
the Civil Service. 

It is no less vital to the interests of the political Minister that he should 
be able to rely upon expert and experienced assistance in the adminis- 
tration of his Department. This is so elementary a need that even 
countries like France and the United States, which decline to recognize 
a permanent Civil Service in form, recognize it substantially in practice, 
in so far as it is the exception for members of the responsible staff to 
change with a change of political headship. There is no public Depart- 
ment in which the Minister does not only in effect assume that the efficient 
conduct of the branch of administration for which he is politically re- 
sponsible is being maintained without personal intervention on his part, 
but does not also rely for expert advice on his responsible officers on all 
matters affecting the policy and conduct of the Department. The 
availability of this expert advice is a presumption that must underlie 
his acceptance of administrative office under a Parliamentary 
system. 

Continuity of administration and an expert staff thus being the 
necessary conditions for public administration under a system of political 
control, it was a sound instinct—sound both from the political and the 
business points of view—that led to two fundamental changes in the 
character of the British Civil Service. The first change was the institu- 
tion of a permanent service with security of tenure independent of changes 
in the political headship of the public Departments ; the second was the 
substitution for the appointment of Civil Servants by individual Ministers 
at discretion, of their selection (under the egis of a Special department, 
the Civil Service Commission) on the results of competitive examinations 
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framed to attract candidates qualified by every grade of secondary 
education up to the highest. 

Political history since the day of these changes in the Civil Service 
has abundantly demonstrated their necessity. It is difficult in these 
days to realize the profound change that has taken place both in the 
functions of government and in the attitude of the community towards 
government. Until, say, thirty years ago, the function of government was 
essentially no more than regulative, and even so it was common doctrine 
among all political parties that the regulative power should be as 
sparingly used as possible, and that it should still more rarely be extended. 
The whole body of legislation, passing by the name of Social Reform, 
which credits government not only with a direct responsibility for the 
remedy of social inequities—as in the case of Workmen’s Compensation 
—but still more with the obligation of a direct share in many branches 
of the daily life and business relations of the people (as in the case of 
the Old Age Pension Acts, the Health and Unemployment Insurance 
Acts) had hardly been conceived. Herbert Spencer’s conception of 
society as an organic unity has been fruitful, though in a direction which 
would probably not have commanded his entire sympathy, and the 
process has not by any means worked itself out. The past thirty years 
has, in fact, changed the whole concept of government. There is hardly 
any matter of public or even sectional interest in which nowadays there 
does not arise sooner or later the question, ““ What is the government 
going to do about it?”’ with the implication that it is the business of 
government in some way or other to act by legislation or executive 
authority to remedy what is complained of, or at least indicate the 
remedy. The functions of the Civil Servant have been profoundly 
affected by this change of concept of government. The change has 
affected the administration and outlook of practically every department 
of the State, though its effect is most apparent in the departments 
created to deal with the newer activities of government. In those 
departments the function of the Civil Servant is altogether different from 
anything to which his predecessors were accustomed. He has had to 
learn the detail and the working of sphere of Civil life in industry, trade, 
and commerce, and even of professional life and practice, which in former 
days were, except to a very limited extent, outside his view. Taken in 
conjunction with the requirement of continuity inherent in public 
administration, the responsibility of the chief officer of departments of 
this character, both as regards business and advice on policy, is heavy. 

What has been the net result of this history in regard to the respective 
positions of the Minister and the Civil Servant ? 

The Minister’s responsibility for policy remains wholly unimpaired. 
The directions given by his responsible officers and the acts carried out 
by the departmental staff of all grades are given or carried out in his 
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name and by his authority. Criticism of his department can be met by 
the Minister alone. This must obviously be so in the case of Parliament, 
since the Civil Servant is not, and cannot be, a member of Parliament. 
Criticism outside Parliament, in the public press, or in the public meeting 
is equally outside his sphere, not because the responsible officer of a 
department may not be perfectly capable of meeting it, but because no 
one but the Minister can responsibly meet it. And this applies, in the 
last resort, as much to the smallest detail of the routine business of his 
department as to its wider aspects of policy. 

The Civil Servant’s position, on the other hand, has been substantially 
modified, though more in practice than in form. 

His responsibility is still, in the first place, formally limited to the 
conduct of the business of his department as distinct from its policy, 
though that responsibility has been notably underscored. In this 
direction his responsibility is made effective through finance. The 
Accounting Officer of a Public Department has for very many years 
been liable to be summoned before the Public Accounts Committee of 
the House of Commons to answer criticisms regarding the detail of ex- 
penditure in his Department, to which the Controller and Auditor- 
General may have drawn attention, or on which members of the Com- 
mittee may desire to be further informed. Up till recently, however, 
the Accounting Officer was a distinct official of the Department on the 
theory that financial and administrative responsibility should be in 
separate hands. More recently the permanent administrative head of the 
Department has been made Accounting Officer. This concentration of 
financial and administrative responsibility in one officer has the conse- 
quence (and advantage) that in the criticism of the financial side of the 
business the Public Accounts Committee are in a position to get more 
authoritative explanation than they would before. The Estimates Com- 
mittee of the House of Commons, which has been set up in recent years, 
may also call the Accounting Officer before it for examination on the 
detail of estimates. The Civil Servant before either of these Committees 
is answerable, of course, in the capacity of business manager. He can 
explain the policy within limits, but it is not his part to defend the 
policy, he can only refer to his Minister. None the less, in so far as 
policy may be essential for the explanation of the financial side of a 
Department which is presented to either of these Committees, it is 
obviously a pre-requisite that the responsible officer who appears before 
them should be fully cognizant of policy. 

Again, the Civil Servant is still in form the appointee and official of 
the Minister of his Department. Every Statute creating a Department 
prescribes in terms that the Minister shall appoint a Secretary and other 
officers at such salaries as may be agreed with the Treasury. But while 
the Minister may, of course, and in certain cases does, exercise some 
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degree of choice in the selection of his chief officer, where opportunity 
offers, the system of impartial selection on an educational test, to which 
I have before referred, has provided the ground-work for a common 
professional service in place of a purely departmental one. The new 
conception of governmental responsibility and activity, which has been 
realized in the past thirty years, has, in fact, quickened the creation of 
just such a common professional service. The transfer of experienced 
officers from one Department to another, which is at present only occa- 
sional, is a symptom of the common service. Treasury control over the 
higher appointments—which was a fact long before the position was 
finally crystallized by the Government’s declaration that the Permanent 
Secretary of the Treasury was officially recognized as Head of the Civil 
Service—as well as the closer contact between the Treasury and Depart- 
mental business are operating in the same direction in the interests of 
efficiency and economy. 

How has the relation of the responsible Civil Servant to policy been 
affected ? He has become in the recognized practice of Government 
the constitutional adviser of the Minister in relation to the policy as well 
as to the business of his Department. 

He is in this position not merely as an accident of his knowledge and 
of his management of the Department, but necessarily because, in the 
matter of Government, business and policy are only two aspects of the 
same thing. In a private concern, business consists of a series of single 
transactions, each of which is measurable by one criterion only, the 
criterion of cash value. The managing director, while naturally in his 
own interest consulting the most experienced employee or officer of the 
business, can keep the policy entirely in his own hands because the 
consequences of that policy or modification of policy is his sole concern 
(or that of his partners or shareholders). He is not under any obligation 
to the public or to his clients beyond the single transactions undertaken. 
In the matter of Government, the essential feature is the undertaking of 
obligations towards the community, and in the undertaking of those 
obligations Governments of the future are pledged equally with the 
Government of the day which initiates them. The Minister, or a 
party, which desires to modify a policy, or to introduce a new policy, 
does so always and inevitably with the assumption that that policy or 
change of policy will be maintained, and that it is a permanent element 
of Government upon which the community may rely. There is, in other 
words, an assumed continuum of obligation of an indefinite extent in all 
Governmental action which gives both “ policy’”’ and “ business”’ a 
different connotation in relation to Government from anything these 
terms have in private concerns. Hence, in considering and deter- 
mining a new policy the Minister or Government must satisfy themselves 
that that policy is permanently maintainable, however short or long a time 
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they may continue in office. The promise of permanence and the extent 
to which permanence can be secured are matters on which the responsible 
officer of a Department can alone, in most cases, advise from his 
knowledge of the machine of administration and its possibilities or 
risks. 

From another point of view, policy and business in relation to Govern- 
ment are equally inseparable. Policy includes many things. It will 
cover a positive innovation ; it will also cover tactics—that is, the working 
out or application of a principle by regulation or procedure ; and lastly, 
it will cover the spirit, trend, or bias of a particular branch of administra- 
tion, as evidenced by such adjectives as stringent or lax; generous or 
niggardly ; sympathetic or the reverse—in a word, the obverse side of a 
. Department’s administration as it appears to the Department’s public. 
With each of these aspects of policy the responsible Civil Servant is 
normally, and for obvious reasons necessarily, involved because of his 
primary responsibility for the business of the administrative machine. 

I do not mean by this that there may not be, and are not, decisions of 
policy arrived at on general political grounds on which the responsible 
Civil Servant will have little to say. A particular act of policy on the 
part of the Government may indeed, exceptionally, be decided upon on 
the initiative of a Minister with the authority of the Government, as for 
example in the sphere of foreign policy or of national defence, on which the 
responsible Civil Servant might conceivably not even be consulted. I am 
dealing with the normal business of Government, not with exceptional 
occasions, and, with the normal business of Government, consultation 
with the responsible Civil Servant is the recognized practice. The extent 
to which he may be consulted will differ, of course, very widely according 
to circumstances. To go back to ancient history—the policy of Old Age 
Pensions, in itself a direct innovation, was a policy on which practically all 
political parties in 1906 were agreed as a result of prolonged consideration 
by Commissions and Committees for some years previously. The decision 
of policy to carry Old Age Pensions into effect was a matter on which the 
Civil Servant could only advise as to the best means of giving effect to that 
policy, the additional expenditure likely to be incurred and the manner 
of meeting it. Similarly, the policies of Health and. Unemployment 
insurance were the product of ministerial decision, though the working 
out of the principle and policy both in legislation and regulation was the 
combined work of the Civil Servant and the Minister. But positive 
innovation is, on the whole, the exception in governmental action. For 
the most part, that action takes the form of the amendment or extension 
or variation of existing principles and methods of working. In this 
sphere the advice of the permanent officials based on their experience of 
the existing working arrangements is necessarily the chief agent. A 
prominent example is to be found in the two bodies of legislation affecting 
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the Poor Law and Public Health. In each case, starting from a policy 
initiated on the advice of experts, there has been built up a long series 
of enactments, voluminous and intricate, over a course of three-quarters 
of a century, proceeding in the main, though with some exceptions, from 
official experience of the working of existing arrangements, of difficulties 
that have arisen in their practical application and of experiments made 
by local authorities. A more recent example was the legislative reform 
of the machinery for assessment and rating property for purposes of 
local taxation—a measure which was entirely the product of prolonged 
expert investigation and experience. 

Normally, a Minister coming to take charge of a public department 
comes with the intention of accepting in substance the policy and practice 
of that department, while endeavouring in any possible direction to 
improve it and in some cases to extend it, but rarely to innovate. The 
policy of his period of office will therefore, necessarily, in the main be 
something which he finds rather than invents, and his changes of policy, if 
any, will, similarly, be in the main administrative changes rather than 
positive innovations. In both respects the Minister is necessarily 
dependent upon the advice and experience of his Department. 

In his threefold capacity, therefore, of representative of the continuity 
of administration, of expert and of executant, the responsible Civil 
Servant has a direct, because a necessary, responsibility in relation to 
policy. That relation is primarily one of constitutional adviser to the 
Minister. 

What is involved in the position of a constitutional adviser ? 

His advice is not confined to the occasion when it may be asked. On 
the contrary, it is, and must often be, spontaneously offered, as his 
experience of the practice and policy of the department suggests the need 
for it. He would be definitely failing in his duty if he neglected to advise 
his Minister. It rests with him, for example, to bring to his Minister’s 
notice any evidence of defect in the working of the departmental machine, 
of directions in which it may require amendment, of difficulties that are 
impeding or that may in future threaten its success. There is further 
involved in this obligation of advice that it may on occasion operate to 
call for advice against a Ministerial proposal. When the experience of 
departmental practice and policy are seriously against, or would modify, a 
proposed course, advice is as much an obligation as in any other circum- 
stances. Advice as to “ policy,” as well as ‘‘ business,’ must be offered 
by him wherever the necessary knowledge to support it is departmental. 

I have termed the position of the responsible Civil Servant that of 
constitutional adviser. His position is, of course, different in this respect 
from that of the Minister who is constitutional adviser of the Crown. 
The Minister’s position is guaranteed by certain constitutional sanctions. 
He must resign if his advice is not taken or in the last resort Parliament 
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could refuse supply if the Crown should persist in ignoring the recom- 
mendations of its advisers who are assured of the popular will. The 
responsible Civil Servant has the support of no such sanctions. The 
Minister has no specific obligation to accept his advice whether positive 
or negative. At best, the responsible Civil Servant has not a constitu- 
tional remedy but a personal safeguard. Formally his only safeguard is 
(characteristically enough) financial. The permanent head of a public 
department is, as I have already said, the Accounting Officer, and as such, 
he has the responsibility of framing the annual estimates for his services 
and of determining whether expenditure proposed to be incurred is 
covered by those estimates when voted by the House or, in the alternative, 
of seeking Treasury sanction to any expenditure that would be in excess of 
any item of them or outside it. The policy of a public department is 
crystallized in its annual estimates, and nine times out of ten any change 
of policy must be reflected in the expenditure involved. The permanent 
head of the office, therefore, as Accounting Officer, is in the position when 
advising on policy to point out also the financial consequences of it. He 
can intimate in the last resort that he is unable to incur a particular 
expenditure without sanction of the Treasury. He can be overruled by 
his Minister in writing, but would be bound to put the matter before 
the Treasury, and, subject to any action the Treasury might take, the 
matter would pass automatically to the sphere of the Comptroller and 
Auditor-General, who would, if necessary, bring it before the Public 
Accounts Committee of the House of Commons. At the same time it 
must be remembered that the Minister in charge of a Department is in 
that position, not as an individual, but as a member of a Government, 
and that his Department is only a part of the whole machine of public 
administration. It is from this standpoint that advice is given by the 
responsible officer, and would, if necessary, be carried to the point of 
urging the Minister to seek the decision of the whole Government. 
There might even arise an occasion in which an issue would be considered 
so grave that a formal and argued protest by the responsible officer in 
writing would be justified as the only means of making clear his own 
responsibility in the matter, as well as for the purpose of calling for 
further consideration by the Minister. In practice, the Minister would 
not ignore the considered advice of his responsible officer, though he 
might, after consideration and, if necessary, also with the approval of 
the Government, decide to overrule it. 

The responsible Civil Servant’s advisory capacity in regard to policy 
is constitutional only in the sense that he represents one of the essential 
three elements in the continuum of public administration under a 
parliamentary system—the Crown in Parliament, the political ministers 
carrying on government in responsibility to Crown and Parliament, and 
the Civil Service as the professional service of government. 
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Officials and Policy 


By Srr Wixt1am E. Hart 


= I was asked to write this Paper it was represented to me 
that the subject involves two main questions : 

(1) To what extent and by what means should officials seek to influence 
the development of the policy of their Authority ? and 

(2) What should be the attitude of officials towards the administration 
of a policy with which they personally disagree ? 

Such consideration as I have been able to give to these questions 
convinces me that the answer should have been supplied by a professional 
writer who is able to consider them from a theoretical and detached 
standpoint. It is not easy for an officer who is engaged in active adminis- 
tration to probe the refinements of casuistry—the nicely calculated less or 
more—and in venturing unwisely into the area he may incur the suspicion 
of unburdening his mind of his own experiences. 

Before approaching the subject on the lines indicated to me, I ought 
to say that I am considering it entirely in its relation to local authorities, 
I have no intimate acquaintance with the relations that subsist between 
the official head of a State Department and his chief administrative officers, 
but I assume they differ in many respects from those existing between the 
local councils and their chief officers. In the former case there are 
centuries of experience to be drawn upon. The respective duties and 
relations on both sides have been dictated by long association in arduous 
and anxious national crises as well as in the daily routine of the Depart- 
ment. Transfers of Ministers from one Department to another, and of 
civil servants to posts in other Departments, the inter-relation of the 
various Departments, and especially the control exercised by the Treasury 
over finance, and no doubt other causes also, have produced a measure of 
uniformity in practice which is now standardized, and in particular must 
have proved helpful in recent years, when the creation of various new 
Departments has led to the undertaking by the Government of new social 
activities. The staffing of new Departments by members of pre-existing 
Departments has induced the smooth and successful working which has 
been such a marked feature of the new administrations. One may also 
assume that the fact that a Government has to be ceaselessly on the 
watch against the activities of the Opposition makes it all the more 
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necessary that the Minister should know the precise extent to which he 
can call upon the friendly services of his Department. 

When we turn to the local authorities the position is entirely different. 
They are less highly organized than the Government services, and they 
vary greatly in size and importance. They cannot offer that unity which 
makes a civil servant feel, no matter what his post may be or in what- 
ever part of the country he is placed, that he is part of the machinery of 
Government, and is essentially one with all other civil servants. Our 
local rulers—mayors, aldermen, and councillors—are interested in one 
district, and are not concerned with the affairs of other similar districts. 
They usually enter upon their duties with little or no previous training, 
and their ranks are constantly changing—the average period of office of 
a councillor is surprisingly short. As a rule, even when elections are 
conducted on party lines, party differences are not unduly apparent in 
the committee rooms. Members are apt to become committee men 
rather than council men. It is true that party organization and party 
government are increasing, especially in industrial boroughs, but as yet 
cleavage on questions of policy is not generally observable. 

In these circumstances the duties of a local government officer as 
regards questions of policy are difficult to define. The suggestion some- 
times made, that he should be the guide, philosopher, and friend of the 
members of his council may be pleasing to the ear, but it is not 
illuminating to the mind. There are members who by reason of 
diffidence or inexperience will welcome a guide, there are others with 
stronger wills who have no use for a philosopher and no desire for a friend. 

I am not aware that it has ever been laid down what exactly is the 
duty of an officer to his Authority. One recalls the famous utterance 
of Lord Brougham, when at the Bar, as to the duty of an advocate to his 
client. In his address to the House of Lords on behalf of Queen Caroline, 
he said that an advocate in the discharge of his duty knows but one 
person in all the world, and that person is his client. ‘‘ To save that 
client by all means and expedients and at all hazards and costs to other 
persons and among them to himself is his first and only duty; and in 
performing this duty he must not regard the alarm, the torment, and 
destruction which he may bring upon others. Separating the duty of a 
patriot from that of an advocate, he must go on reckless of consequences, 
though it should be his unhappy fate to involve his country in confusion.” 

I sincerely trust our civic rulers do not expect a fullness of service 
from their officers corresponding to that laid down by Lord Brougham 
for his own profession. At any rate I do not suppose that any municipal 
servant, however lofty his conception of his duty may be, would wish 
to subscribe to such an extravagant ideal. He gives his service whole- 
heartedly and seeks in every proper way to advance the interests of the 
authority he serves. He has a sense of honour which keeps him in the 
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straight path. To qualify himself for the proper discharge of his responsi- 
bilities he has been under training for years and has gained the requisite 
experience. He has a competent knowledge of the duties of his depart- 
ment, and a full control of its activities. What he needs for the effective 
discharge of his duties is the confidence of his Council and Committees. 

Such an officer will almost inevitably have clear ideas as to the best 
policy to ensure the success of his department, and he will tenaciously 
hold these ideas. There will, however, be occasions on which his authority 
will not take the same view on some questions that he does. It is 
recognized by all that policy is a question to be determined by the elected 
representatives of the ratepayers, reinforced in some cases by co-opted 
persons. The Acts of Parliament constituting local authorities make 
this clear. The Council must undertake responsibility for the direction 
of its own affairs and cannot delegate that responsibility. It is for their 
salaried officers to carry out their directions. This division of duties and 
responsibilities has worked out satisfactorily, and there is no other method 
of administering local government that has any chance of being seriously 
considered at the present time. Yet even when it is admitted that 
policy is for the Council to determine, it is obvious that there are limits 
to the practicability of policy. Finance, for example, is a potent restraint 
on some policies. A Council may be elected on an announced policy of 
expenditure on schools, housing, hospitals, or some other desirable pro- 
posals, but it may be found that financial stringency compels delay. 
Progress in local government, as in parliamentary affairs, is not even 
and steady, but irregular and intermittent. The electors have hot fits 
and cold fits. At one time the cry is for economy, at another for pro- 
gress. The electors who take an interest in local affairs and take the 
trouble to record their votes are better able to indicate the policy they 
wish to be adopted than to realize how it can be carried out. When the 
cry is for economy, they do not usually consider the difficulty of stopping, 
wholly or in part, machinery which is in active working order and 
supplying a felt want. When the introduction of new schemes is 
advocated, they do not understand the difficulties and delays incidental 
to their inauguration. In a smaller degree the elected representatives 
are often unaware of the nature and extent of such difficulties, and they 
are disappointed to learn that schemes which they think urgently neces- 
sary, and which the electors have endorsed, cannot be set up practically 
by a stroke of the pen. 

The new Councillor enters upon an inheritance in the form of organi- 
zation which in its main features is settled. Even if he be revolutionary 
in his ideas and intentions he cannot alter its manifestations and activities 
so quickly as he might wish. Acts of Parliament, contractual engage- 
ments, departmental organizations, and settled practices are not easily 
set aside. All these impose limitations, the extent of which is only 
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realized when attempts are made to upset them. This is not to say that 
there is no room for fresh questions of policy. On the contrary, such 
questions are always arising, sometimes in an acute form. In recent 
years we have had under frequent discussion such questions as to whether 
what is called municipal trading shall or shall not be extended, as to what 
policy shall be adopted with respect to extensions of borough boundaries, 
and as to whether finance is to dominate or be subservient to social 
services. There are other questions, often purely local, which give rise 
to controversy and call for a ruling on policy. 

On all these questions the officer is able to give advice and assistance. 
He can place his experience and knowledge at the disposal of the autho- 
rity. He should let the authority know, so far as he is able, in what ways 
their policy can best be effected, what are its drawbacks and how they 
can be overcome, and how in some cases the end desired can be more 
satisfactorily achieved otherwise than by the means contemplated. 

In view of the foregoing considerations I suggest that an officer 
may properly and usefully seek to influence policy without in any way 
usurping the recognized privileges of the authority. His specialized 
qualifications are not adequately exercised if he merely carries into 
execution the dictates of his council. He can, by verbal or written 
report, indicate the circumstances that have led up to the now existing 
position, and show the true features of the problem that has to be faced. 
From this standpoint he may proceed to show in what diverse ways the 
problem may be attacked and with what apprehended results. So far 
as the question is financial he can show by estimate and illustration 
what are the possibilities of the situation. In so acting he cannot always 
refrain from indicating his own preference, nor is it necessary that he 
should attempt to do so. He will have discharged his duty if without 
bias he puts the case concisely and clearly so as to enable the members 
of the authority to come to a decision after having had placed before 
them all the relative facts and advice that he can furnish. 

Following this general observation, can the question be probed still 
further? Let us take one or two illustrations. (a) An officer feels 
strongly that a contemplated act of policy is undesirable. Having 
reported to his committee against it, and having had his recommendations 
overruled, is he entitled to take steps in opposition to the committee’s 
decision? He feels that he is not only an officer, but a member of the 
public. He therefore follows up his action by (1) approaching members 
of the council who are not members of the committee who have come to 
the decision he deplores, (2) seeking the influence of outside persons of 
influence, (3) causing anonymous communications to be sent to the local 
Press. How far are these steps justified ? 

Anonymous communications are generally objectionable, but they 
are sometimes of service to justice. To my mind procedure in 
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method (3) is impossible and cannot be. justified, and I only mention 
it as illustrating an extreme possibility. I do not, however, consider 
that action_in the second of the two other ways mentioned is 
necessarily improper, although I feel strongly it be restricted to rare 
cases and then only used with much discretion. The criterion I would 
lay down is that nothing should be done of which the officer would be 
ashamed if the members whose policy he disapproves came to know of his 
action. The first course of action seems to me to be unexceptionable. 

(6) What is an officer’s duty if and when a difficulty arises (I trust it 
is very seldom) by reason of a headstrong council or committee being 
determined to carry out a policy in its own way, and distinctly discouraging 
any criticism on the part of its officers? Is it sufficient for the officer to 
say in such a case that there is no duty on him to intervene with advice 
or warning ? It is unwise to be dogmatic, as instances vary considerably. 
As a rule the fact that intervention is not desired by the authority 
suggests that that is probably just the occasion when the officer should 
present his point of view before an irrevocable step is taken. It must 
not be forgotten that members of a local authority are but representatives 
or trustees, and not the owners of the services they control. The duty 
of the officer is not solely to these representatives, but to the whole body of 
electors. It may, therefore, be his duty at times to protest against any 
proposed action which in his opinion, by being perverse or illegal, is 
harmful to the interests of the community at large. 

(c) The old rule or custom that departmental officers should not give 
public lectures or speeches or write articles for general publication on the 
work of their departments has been to some extent abrogated. The 
change enables the expert to disseminate useful information to the public, 
and, if rightly and somewhat sparingly exercised, should be productive 
of good, but in some directions it may be difficult to separate description 
from policy. Take the case of a medical officer of health or sanitary 
inspector who is lecturing on health questions. His knowledge of the 
work already being done in his department necessarily suggests to his 
mind methods by which its efficiency could be improved. Whether these 
methods should be adopted is a question for the authority and not for 
him. In these circumstances it is suggested he should be scrupulously 
careful not to advocate or even put forward such methods in the way of 
propaganda. 

(d) What is to happen when different officers give varying advice on 
the same project ? Suppose, for example, a gas-works manager recom- 
mends his committee to expend a considerable sum on extensions of plant 
and makes out a good case from a departmental standpoint. The borough 
treasurer, I will assume, considers the proposal chiefly in regard to the 
question whether the time is suitable for the raising of the requisite loan, 
and, let us say, the town clerk directs attention to the relative positions 
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of the gas and electricity departments. Each wishes to influence the 
committee’s decision. In such a case it may be well that all the reports 
should be submitted to the committee, who would then be able to decide 
after considering the various points of view they represent. As against 
this idea, it may be preferable that the three officers should confer and 
endeavour to arrange the terms of an agreed report. The advantages of 
this course would be that the committee might be spared a little confusion 
of mind, and would not be left, as they sometimes are, to be persuaded 
by the strongest personality of the three. Further, the practice of 
conferences between officers ought to be encouraged. 

I should not wish to conclude this paper without referring to what I 
conceive to be a legitimate exercise of influence by officers. What we 
all need to-day is a broader vision of the problems of local government. 
We are too much immersed in detail. We cannot see the wood for the 
trees. There are movements in and affecting public life, the direction 
and force of which we do not estimate. Mr. Fisher says— 

“ The criticism which can be levelled against our local life is not lack 
of vigour but want of foresight. The great town took us by surprise. 
It was a new phenomenon, and perhaps for that reason our forefathers 
may be excused for having failed to realize its dangers and its possi- 
bilities.” And again— 

“ The statesman will naturally consider how best to develop a spirit 
of intelligent forethought in the management of local affairs.”’ 

We ought to have among us men who have the ability and a reasonable 
amount of leisure to think municipally ten years ahead. Until we can 
set apart such men I know of no more useful project than the holding of 
periodical conferences of associations of public officers. If I may give 
an instance, I would mention the annual conferences of the Institute of 
Municipal Treasurers, always held in midsummer at some seaside or other 
attractive resort. I have followed their proceedings from a distance for 
several years, and I have noticed the increasingly practical nature of 
their discussions. In these days when finance is of increasingly dominat- 
ing importance, it is of the utmost value that financial officers should 
meet and discuss questions of financial policy. There are of course 
other similar associations who hold useful conferences. In this way 
policy on a large scale may be usefully and legitimately influenced, and 
conferences of various classes of officers with this object in view might 
usefully be encouraged. I should like to see this idea extended by the 
holding of occasional conferences for representatives of all kinds of 
local government officers, when questions of widest import might be 
selected for discussion. In this way departmental narrowness might 
to some extent be overcome. 

There remains the question as to what action an officer ought to take 
or may properly take when his advice has been rejected. It is taken for 
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granted that he has put the case fully and fairly. The decision may be 
a reversal of previous policy, and in his opinion it may largely destroy 
the beneficial effect of his official labours for years. He should not be 
blamed if he feels a sense of disappointment. I suggest there is no 
room for pessimism or cynicism, and that the decision should be accepted 
and acted upon loyally. 

(a) It is a truism that there are many ways of reaching a goal, and 
what he may think is the further way may in the end be quite a good one. 

(6) An officer’s outlook is usually different from that of a member of 
the authority. He is less sensitive to the pressure of outside opinion, 
and sometimes fails to understand the caution of the economist councillor 
or the eagerness of the enthusiast. Their outlook may in its way be as 
partial as his own, but the last word is for them. The council cannot 
proceed much in advance of public opinion. 

(c) The system under which he serves requires his acquiescence in 
the decision of his authority. He undertook the service on that condition, 
and a spirit of loyalty is called for. There is possibly something to be 
said in favour of the city manager of the United States or the continental 
Burgomaster, but such a method of city government shows no likelihood 
of becoming acclimatized in this country. 

(d@) The knowledge by an authority that their officers are loyal to 
their decisions is the best factor in bringing about the mutual confidence 
that helps so much to promote successful local government. The supreme 
object we all have in view is the promotion of efficiency and progress in 
government. The responsibilities are so great and the departmental 
activities are so numerous that success can only be realized, if at all, 
when the directory and administrative agencies are working in complete 
accord. To this end loyalty and co-operation on both sides are needed, 
and no difference on sectional questions should be allowed to stand in 
the path of progress. A policy that has obvious defects may be saved 

from failure, and possibly from disaster, by the careful and loyal efforts 
on the part of the administration to make the best of it. 

To sum up. The traditional division of duties between authorities 
and their officers is well understood and calls for acceptance of the 
decisions of the authorities when the officers’ reports and advice have 
been considered. Subject to this the officers may use reasonable means 
to influence policy, but never by seeking to interfere with the right of 
the authority to determine policy, and policy when so determined should 
be carried out loyally and without reserve by the officers. 
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By KAMMERHERRE J. CLAN 


I REGRET very much that the papers, presented by Sir Adair Hore 

and Sir William Hart, which are the subject of the discussion this 
afternoon, have only reached us here in London, where your hospitality 
has prevented us from making anything like an adequate study of them. 
I regret this all the more as the subject of the papers is really of an inter- 
national character, and the proper solution of the question under dis- 
cussion, namely, the proper division of authority between the political 
chief and the responsible civil servant, is of the greatest importance in 
all administration. 

It would, however, perhaps be of interest, before I venture to make 
some very brief remarks on the subject of the papers, to say first a few 
words about the public administrative system of Denmark. 

Danish administration is partly carried out by Municipal, partly by 
Government Officials (Prefects (Amtmend), Police Authorities, etc.), but 
being, however, as you will no doubt be aware, very much centralized, 
questions of any real importance generally go to the Ministries for decision. 
This centralization of authority causes the Ministries to have a very 
direct influence on the way in which administration is carried out in 
Denmark, with the good and evil attaching thereto. 

I should also like to say a few words about the Civil Service itself, the 
recruiting of candidates, the classification of the officials, and its relation 
to political activity. 

From a paper! which Sir Alexander Lawrence read last year in 
Copenhagen on British Administration and which was of the greatest 
interest, it would appear that there is a great difference in British and 
Danish recruiting methods. While the requirements for young men, 
desiring to enter the British Civil Service, are more on the old Greek lines, 
viz. that of finding a young man with a sound general education and 
mentally and physically fit, the education of the coming Danish civil 
servant is very specialized. The practice in Denmark that the Ministry 
is supposed to give expert opinion on the interpretation of laws, a burden 


1 See Public Administration, Vol. V, No. 1, pp. 7-14. 
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which has been considerably increased by the great variety of laws which 
in Denmark as elsewhere is a consequence of the new development in 
administration, has resulted in the fact that over go per cent. of the Civil 
Service are lawyers, i.e. have passed a degree in Law at the University of 
Copenhagen. But I may say at once that it is not only the theoretical 
knowledge they have. In order to supplement a meagre income, but 
also for educational purposes, many of the junior clerks take positions 
as articled clerks to lawyers (we make in Denmark no difference between 
barristers and solicitors), and thereby gain considerable experience 
respecting the practical administration of Law. The political science 
examination is coming more to the front nowadays ; a good many of the 
young men entering the Foreign Office have passed this examination, 
but otherwise candidates who are so equipped are generally restricted to 
the Statistical and Financial Departments of the Government. 

There is also another difference. While in England officials, especially 
officials of the higher grades, if I am rightly informed, are often moved 
from one department to another, a Danish official generally stays all his 
life in the department where he starts his career, and only leaves it to take 
up positions for which his Ministry is the ministére de ressort. 

As regards Danish Hierarchy there are four grades: the Director of 
Department, corresponding to the Permanent Secretary in England, the 
Chief of Section, the Senior Clerks, and the Junior Clerks. The work of 
the Senior and Junior Clerks is important and to a great extent inde- 
pendent. There isa very strong esprit de corps in the Danish Civil Service, 
and though only a small number can hope to obtain a permanent 
secretaryship, the chances of promotion being naturally limited, some of 
the various Ministries offer quite good opportunities for young men. 
Thus a senior, and even a junior, clerk from the Ministry of Justice 
may make the leap to a Judgeship, from the Ministry of Interior 
to an Amtmandship, and so on. The Foreign Office has an Act 
of its own according to which the officials in the Foreign Office, 
in the diplomatic and the consular service, are interchangeable, and in 
principle no man should rise to the highest positions in the service, 
at home or abroad, without having worked in all three branches of the 
service. 

There is still another point which I think it will be of interest to 
mention, viz. the relation of the official to politics. In Denmark there 
is not, as in England, an unwritten law forbidding a Government official 
to take part in politics, and Danish Government officials, from the highest 
to the lowest, maytake and do take active part in politics and are members 
of Parliament. It has actually happened that a permanent secretary 
has been a member of Parliament, and it is thus in principle possible, if 
perhaps not particularly feasible, that the policy of a Minister may in the 
House be opposed by his own permanent secretary. 
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Returning now to the papers under discussion, I should perhaps preface 
the remark that I am really not the proper person to discuss a question 
of this kind, having spent all my life in the Foreign Service at home and 
abroad, in a service in which questions always more or less directly touch 
on the relations of one’s own country to another. Any question, be it 
ever so technical, has a political side, and may at any moment change 
into one of political importance in international relations. The dis- 
cussions between the responsible official and the political chief, especially 
when he is not a diplomat de carriére, will therefore always turn on 
the political side of the question. However, technically speaking, the 
same difficulties arise in the Foreign Office as in the other departments, 
and I have also held a short conference with my colleagues on the question 
and can put forward my remarks also on their behalf. 

Sir William Hart’s paper refers to the relations of the regular official 
to his elected superior, Sir Adair Hore to the position of the Civil Servant 
to his political chief. You will understand that I shall limit my remarks 
to the last-mentioned paper. I have also read with the greatest interest 
Dr. Gibbon’s paper in the July number of the Journal entitled ‘‘ Frame- 
work of Public Administration,” and I should like to say that his descrip- 
tion of the official as a man whose business it is ‘‘ as an expert to find the 
working clothes for the fine policies” of the politician is a very precise 
way of putting the case. 

As regards Sir Adair’s paper, I should like first of all to be allowed to 
pay him a sincere compliment on account of the great tact and skill with 
which he has treated this very difficult subject, and it is one which, 
however difficult, must be discussed when public servants come together 
if we are to create among them an intelligent self-consciousness of their 
place in the scheme of things. 

Generally speaking, I am quite in agreement with Sir Adair. The 
various aspects of the question, and they are many and intricate, seem to 
me to have been admirably brought out, and I entirely agree with his 
conclusion as to the way in which the difficulties to which the question 
gives rise may be solved. It is all very well to say that the political chief 
is responsible for policy, while the official is the expert, and as such has 
nothing else to do but to carry out the policy of his chief. Any Govern- 
ment official will from his own experience tell you that it is impossible 
in real life to make such a sharp distinction between policy and expertise. 
Whether a permanent official has been requested by his chief to do so or 
not, it is the duty of the official to draw his attention to the political 
consequences of a proposed action, and if it is the conviction of the official 
that such action will have consequences which are detrimental to the 
interests of the State, it is his duty to draw the attention of his chief to 
them and to try to persuade him to abandon his ideas or at least to modify 
them, so as to make them fit in with the general administrative system. 
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He may not, to avoid difficulties and disagreeableness, sit quiet and say 
it is not his business as an expert ; the official who does so takes upon 
himself a moral responsibility, though he may legally be blameless. But 
as a rule such action on the part of the official will not give rise to any 
serious difficulty, provided that the relations between the political chief 
and his official are as they should be, namely, confidence on the part of 
the Minister, loyalty on the part of the official. 
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